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Soldiers’ Year 


T is right that both the King and the President should 

have paid their Christmas tribute to fighting men. 
What distinguishes war from peace is sudden death. No 
amount of talk about the “ totality” of modern warfare, 
about the privations of civilians or about “ equality of 
sacrifice” can blur the special offering of soldiers, sailors 
and airmen. Upon them victory entirely depends ; and 
only those civilians who are suffering under another 
soldier’s heel in enemy-occupied countries or, say, those 
who starve and die in Russia or China to give their 
defenders bread and arms, can share their fame. The 
New Year opens with a hint of peace to come because 
the enemy is being brought to battle. This is the Soldiers’ 
Year; and the marshalled men and women behind the 
lines, who have done no more than their smallest duty 
in providing the tools, can only watch in humble grati- 
tude as fighting men finish the job. 

The tasks of war since 1939 have been four: first, to 
mobilise resources of men, material and plant ; secondly, 
to deploy arms and finished weapons ; thirdly, to bring 
the enemy to battle ; and, fourthly, having done so, to 
destroy him. The third task is in hand ; the fourth is in 
sight. In Russia, great German armies are being beaten 
and broken ; along the Mediterranean, Allied troops are 
moving in great numbers to assault positions. In Burma 
and the Far East, the tide is slowly on the turn. Every- 
where, the enemy must stand and fight, which is why 


victory can at last be talked about, because only by the 
destruction of his armed forces can he be beaten. His 
hope, when quick victory over the unprepared Allies 
slipped his grasp, was to hold his strength intact in an 
impregnable fortress. Allied troops, armed with massive 
and decisive air power and command of the Seven Seas, 
have now the evident chance of shattering that hope. 

In Russia, the process has begun. The end of 1942, 
like its beginning, saw the German armies in retreat. 
But the year saw a great change. Twelve months ago, 
General Zhukov’s soldiers had saved Moscow under its 
very walls in a grim battle of despair, and then moved 
stoutly forward through the Russian winter. The Red 
Army was still not sufficiently strong to squeeze the foiled 
and retreating enemy out of his advanced “ hedgehog ” 
positions all along the front, from Lake Ladoga and 
Rzhev to Kharkov and Taganrog. The Russian forces 
were only just beginning to recover from the heavy blows 
they had sustained. A renewal of the German offensive 
in the spring was certain. When the offensive came, it 
was powerful but limited. It struck southward through 
the Donetz Basin to the Don Steppes, the Kuban, the 
Volga and the Caucasus passes. The fronts in the north 
and in the centre, and the vast rear in the east, were left 
with a long and priceless respite. Even in the south, the 
Germans achieved no strategical knockout. By the 
seizure of Donetz coal, Don and Kuban bread and 
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Caucasus oil and by the cutting of the Volga, they hoped 
to strangle Russian economy ; and the strain on Russia 
was at times dangerous. But the Germans failed. They 
did not reach the main oil of the ee a 
was reached very late and at one point only. 

wis Jevastopol, Rostov and Stalingrad, the places that 
will go down in history as Russia’s: Thermypolzs and 
Verduns, disclosed vast strength and vitality. In the centre 
and the north and behind the lines, great reserves of 
Russian manpower and weapons were built up and con- 
centrated. The long respite everywhere except in the 
south was used by the Red Army to retrain its soldiers 
and overhaul its command. The great weight of Western 
Asia’s men and materials were brought into the battle. 
These were the reserves and resources called up to strike 
back when the Germans faltered at Stalingrad. 
Deeply rooted in Russian tradition there is a unique 
strategical patience. It has been inherited by Stalin and 
Shaposhnikov from Peter the Great, Alexander the 
First, Suvorov, Kutuzov and Lenin. Russia’s leaders 
always look with confidence to space and time and the 
toil and endurance of the Russian masses to save their 
country. They bide their time amid adversities, and 
prepare for the day when they can strike a final deadly 
blow in reply. 

When the final blow will be struck this time cannot 
be said. The five offensives launched towards the close 
of last year, around Velikie Luki and Rzhev, around 
Stalingrad, on the Middle Don and in the Caucasus, are 
well-knitted parts of one grand design to probe for the 
enemy’s weakness. This was found on the exposed flanks 
of the great German wedge which stretched from inside 
the Don bend to a single point on the Volga. The Middle 
Don offensive cut that wedge into pieces in a few days. 
The whole system of German communications in the 
south, based on the Voronezh-Rostov, Stalingrad-Rostov, 
Stalingrad-Dniepropetrovsk and Stalingrad-Novorossisk 
railways, has been dislocated. The Red Army is in striking 
distance of Rostov and the Donetz basin. The German 
Army at Stalingrad is isolated and invested, and seemingly 
doomed. The entire German armies in the Caucasus are 
near to being sealed in a huge bag with hardly an 
outlet. 

The German defence is still strong. The Soviet 
Command has preferred encirclement to frontal assault. 
Even the Stalingrad “hedgehog” has not yet been 
eliminated. The resistance of the hedgehogs in the Rostov 
and Donetz areas will be powerful and stubborn—unless 
it is sapped by sharp decline in German morale. The 


After 


N° words need be added to the condemnation by 
President Roosevelt and Mr Hull of the assassina- 
tion of Admiral Darlan as “ murder in the first degree ” 
and an “ odious and cowardly act.” Assassination answers 
no questions, ends no arguments and solves no preblems. 
Europe has been turned by the Nazis into a jungle where 
murder has become the rule ; and unless the methods of 
Fascist misrule are uncompromisingly erased from the 
politics of this generation, there is no hope left. The shots 
fired at Darlan killed the man; they did not kill the 

It is profitless to speculate on the motives and oppor- 
tunities which made this murder possible. The same 
reasons of expediency have been given for secrecy as 
were first given for the arrangement which placed Darlan 
in the assassin’s sights. Politically, perhaps, secrecy may 
again do more harm than good. All France must now be 
wondering: Who killed Darlan? Why were the trial and 
execution carried out so hastily? A wider plot is 
announced: Where is the end? The way is left open 
for Goebbels’ stupid stories of Anglo-American rivalry in 
North Africa and the sinister plotting of the British Secret 
Service. All this is plainly nonsense. But the duty of all 
Frenchmen and all the Allies is correspondingly greater 


Darlan | 
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ultimate test of strength, in Russia as im every other 
has still to come. A 
a Russians are in the third stage of this vast war, © 
the stage of bringing the enemy to battle with a view to ~ 
his eventual destruction ; and it is the stoutmess and the ~ 
skill of their troops that has brought them there. On the ~ 
southern and western flanks of German Europe, Allied -~ 
troops are waiting to do the same ; the triumph of the 7 
Eighth Army, which was a ray of bright sunlight during 
the mists of 1942, was a brilliant prelude to the achieve. ~ 
ments they now look for ; and 1943 will be their and the 7 
Russian soldiers’ hour. This is no time for clever analyses ~ 
of battle maps by safe civilians ; or for the vicarious zest |~ 
and gratification in the glories of battle on the part of 
non-combatants which drove Sassoon’s George Sherston 
to protest on behalf of his fighting colleagues twenty-five ~ 
years ago. Nor, above all, is it the time for those outside © 
the battle lines to weigh what they may have done to ~ 
win the war. A wise scholar recently wrote of the Lost | 
Generation of the last war: the men who died, and the |= 
men who, when they came back, had lost their place 7 
or their bearings in the competition for position and ~ 
advancement. One duty of those who do not fight is to 7 
remember these things and avoid them. Their lot, while © 
the battle is on, whether they be munition makers or 7 
politicians or statesmen or farmers or journalists, is 7 
simple: to work and pray and do all that their fighting | ~ 
men deserve. The frankest criticism and the frankest 
comment will indeed always be part of their duty, but | 
only when it is delivered with a proper sense of their 
own humble place in the scheme of war. It is for them. 
and above all for their leaders, when victory has been set 
on the way, to make ready for the world which the fight- 
ing men will have won when they come back, not indeed 
as privileged citizens, but as free and equal citizens on 
the same basis as their more fortunate fellows. Nine years 
ago, on January 6, 1934, The Economist wrote that “ The 
task of co-ordinating the new political and economic 
ideals of the nation is by far the most urgent of those who 
face the statesmen of the world on the threshold of the 
New Year.” Never was this truer than now. It was dis- 
appointment, at least no less than arrogant pretension. © 
which made ex-Service organisations the tap-root of © 
European Fascism. Here, if the politicians seize their 
opportunity and take, say, the Beveridge Report and al! 
its implications for economic policy as their programme. 
the returning citizen army will be the bulwark of a new © 
and better democracy. If to the Soldiers’ Year can be © 
added a guarantee of the soldiers’ future as the citizens © 
of a free country, duty will indeed have been done. — | 
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to see that the heart and spirit of bewildered France are 
now uplifted by a clear and single lead to liberation. 
All the cross currents of French politics remain. In his : 
last statement to the press before he died, Darlan said: 
Some difficulties and oppositions still remain. We do | 
<r to 4 ped brutal measures against those 
resist, but whosoever tries to i e war 

effort will be pitilessly eliminated. catalan 
After his death, General Bergeret repeated the warning, 

Any attempt to provoke disaster will be mercilessly 
suppressed.” And General Giraud, who has succeeded 
Darlan as High Commissioner in North Africa, in his 
latest statement declared that the men who planned Dar- 
lan’s death intended to kill him as well, and Mr Robert 
Murphy. This contradicts the suggestion that the assassin 
acted individually and had no associates, and hints at 
the possible centre of resistance to Allied policy in North 


The Vichy administration in the North African colonies 
was to a large extent made up of collaborationists. It 
was as a means to rally the support of these pro-Vichy 
elements that the American recognition of Darlan and 


Darlan’s own reliance on the authority of Pétain were 
explained and justified. Darlan’s death has not solved this 
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roblem. And General Giraud’s statement shows how 
at the vagueness of Allied or, rather, American policy 

ing the Darlan interval led to opposition among 
rench patriots on the spot. Two among the twelve per- 
pns arrested for plotting assassination, it is said, had 
elped the Americans in their first landings in Algiers, 
efore the agreement with Darlan was concluded. The 
temporary ” expedient plainly brought friction and dis- 
nity, as well as support for the soldiers. It is this state 

affairs that must be ended now on military no less 
han political grounds. Repression is no better as an argu- 
nent or solution than assassination ; and nothing in the 
rrangements made to aid General Eisenhower must 
pstruct Frenchmen in satisfying the need and taking 
€ opportunity which M. André Philip has defined: — 


Possibilities are now opened for collaboration, and 
eventually for union among all authentic elements of 
French resistance. ; 


The brilliant military record of General Giraud 
puarantees that the share of Frenchmen in the common 
truggle will now take on its right proportions. He has 
et himself the task of creating a French Army of 300,000 
men. The formula for unity between the men and terri- 
ories he controls and those of General de Gaulle’s 
ighting French—now reinforced, significantly, by the 
dherence of French Somaliland—is being sought. If they 
an reach an understanding and fuse the forces under 

eir leadership, there will be one Fighting France and 
pne French Army to speak and fight for France ; and the 
people of France themselves may be able to look overseas, 


not to the quarrelling chiefs of emigré groups, but to the 


eaders and representatives of their pays réel. General 

iraud is no politician. “I am a soldier,” he says ; and 
e is right. Europe will erect monuments to the generals 
ho have fought its battles, but it will not willingly bury 
the political Aspirations under those monuments. But 

e need for a plan of political warfare that can combine 
France and Frenchmen everywhere stands. There is 
room in reborn Fighting France for politicians of weight 
and worth and integrity who can give the aid that the 
soldier leaders require. The question is whether those 


The Future of 


KEY question in all discussions of economic policy 

after the war is whether the foreign exchange 
market should continue to be controlled or return to 
some measure of its former freedom. It is a key question 
because the foreign exchange market is the solar plexus 
of the economic nerve system. It records every com- 
mercial and financial transaction with other countries, and 
.t reacts to every change in the domestic monetary position. 
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responsible for the North African set-up have given 
sufficient thought to this aspect of the problem. Does the 
present arrangement leave sufficient room, or indeed any 
room at all, for a poiitical body able to speak with 
authority on behalf of and to Frenchmen? Darlan at least 
claimed to do this, though wrongly ; and it seems that 
the vacuum left by his death is being closed without 
being filled. 

The problem of France is at bottom the problem of 
Europe. The same dilemmas and difficulties which have 
beset the birth of Fighting France and thrown a cloud 
over the improvisations in North Africa are latent else- 
where. The same problem which confronted the United 
Nations in Algeria and Morocco will appear again when 
the fighting spreads to Europe. Next time, there must be 
more than mere shifts and devices in Allied policy ; and 
it must be agreed among all the Allies. The dangers of 
“temporary and military ” arrangements must be plainly 
seen. 

The comparison has been made between Europe as it 
appeared after the Treaty of Tilsit and its present pros- 
pect. Now, as then, it is said, the collaborators only wait 
for the day when they will be able to renounce collabora- 
tion. But there are crucial differences between Europe in 
the years 1807 to 1813 and Europe from 1940 to 
1943. The domination of Napoleon left some room for 
patriots in the subjugated countries to work for libera- 
tion. Stein, Clausewitz and Scharnhorst were able to 
revive and modernise the Prussian army and state, and 
Fichte to rouse the Prussians by his patriotism. Under the 
tyranny of Hitler, there has been no such room. The 
revival of the army of France under Vichy is unthinkable ; 
and the Fichtes of to-day are dead or rotting in concentra- 
tion camps. There is no justification in this analogy even 
for attentisme, let alone collaboration. Moreover, while 
politics a century ago was the privilege of small groups 
in every country, now it is the affair, and should be the 
right and duty, of entire nations. Victory will be followed 
by a stirring of political movements all over Europe ; and 
nothing must be done by those who are fighting to free 
Europe to prejudge or prejudice their direction or 
success. 


the Exchanges 


In a fully controlled economy, with production, trade 
and investment all centrally planned, as in wartime, 
regulation of the foreign exchange market is fundamental. 
Control of the foreign exchanges is essential, too, for 
complete regulation of the capital market and of the 
volume and distribution of new investment. Every scheme 
for reconstruction put forward by the root-and-branch 
planners takes for granted the maintenance of rigid 
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control of the foreign exchanges after the war. It is 
also one of the ingredients of every witch doctor's 
prescription for economic salvation by mere manipulation ; 
it was, for instance, much in evidence in the financial 
oddities to which The Times devoted five columns last 
week. 

Surprisingly, perhaps, the continuance of exchange 
control is also taken for granted by many people whose 
view of the post-war world includes ample scope for 
private enterprise. Many of these are bankers and financial 
experts who have themselves helped to fashion and 
operate exchange control in this country under the 
pressure of war needs and scarcities. They have become 
fascinated with the logical tidiness of exchange control ; 
everything seems so well ordered and so foreseeable—so 
very different at first sight from the uncertainties, the 
crises and improvisations which.all too often accompanied 
the working of a relatively free foreign exchange market 
in the past. While “‘ anarchy ” is perhaps a strange descrip- 
tion of the free exchanges which served the world so well 
during many decades of unexampled expansion in world 
trade and international investment, there was admittedly 
an anarchic fringe. Free exchanges gave opportunities for 
undesirable speculative activity ; they served as the vehicle 
for panic rushes of capital from one country to another. 
At times a dominating influence was exerted by inter- 
national movements of short-term capital seeking the 
monetary and political security which was never to be 
found for long. It is important to remember, however, 
that these were not the vices of the free market. The 
exchanges were only the instrument. The vice, the motive 
force, was the all-pervading political insecurity of the 
inter-war period. It may be possible to prevent such 
happenings by placing the entire foreign exchange market 
in the straitjacket of regulation. But it is equally possible 
to end them by removing the basic causes. When there 
is no underlying weakness in a currency, there is seldom 
any speculation against it ; when there is political security, 
there are no panic rushes of “hot money” from one 
international market to another. Exchange control cannot 
be accepted as a permanent device solely because of these 
induced aberrations. 

There are other reasons put forward by the advocates 
of lasting control. In the case of sterling, there is an 
important school of thought, found in the highest 
Treasury quarters, which reluctantly accepts the in- 
evitability of prolonged control after the war as a necessary 
evil because of the shortage of dollars. It is undoubtedly 
true that in the immediate post-war period the shortage 
of dollars, like the shortage of materials, plant and even 
of ships, will be an important factor in making necessary 
the continuation of war restraints into the peace period. 
But the argumert can be carried too far. It is said that, 
without gold and with the bulk of marketable foreign 
investments gone, this country will lack the reserves of 
dollars or dollar equivalents required to allow sterling to 
stand on its own feet. Stated in this way, the argument 
seems a strange one to be put forward in connection with 
a currency which serves not merely this country but about 
a quarter of the globe. If there is to be a chronic shortage 
of dollars in the world after the war, at bottom this will 
surely be a problem of far more concern to the United 
States than to Britain ; certainly the remedy will lie in 
American hands. The position will be very plain; if 
American tariffs come down and if the United States—in 
this American Century—accepts its new responsibilities 
and takes over the réle of world’s banker which Britain 
shouldered in the nineteenth century, there will be dollars 
in plenty. If this country after the war continues the 
necessary evil of exchange control as a permanent policy, 
the United States will be directly encouraged to return 
to that policy of economic isolation which, as Mr Henry 
Wallace said frankly again: the other day, will once more 
wreck the chances of post-war rec ; 

It must, of course, be admitted that there can be no 
question of a sudden and complete restoration of free 
exchanges after the war. Exchan 
part of war economy, and it is obvious that the essential 
features of war economy must remain during the 
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immediate post-war period of relief, rehabilitation and B: 
continued shortages. Moreover, it will be necessary to ~ 


provide no satisfactory point of departure for peacetime 
stabilisation ; their present stability 1s regimented and 
artificial, and conceals wide disparities. To allow them to 


find their “natural” level in a free market immediately E 
after the war would indeed be to invite chaos and con- © 
fusion ; and, moreover, the process of monetary recon- ~ 


struction may well call for new devices involving some 
measure of exchange control. In the “ ambulance ” period, 
most countries will lack immediately available reserves 
of gold or dollars, and these reserves will need to be 
provided by some scheme of international credit. A new 
unit based on gold may well be created to which national 
currencies will be linked and in terms of which inter- 
national transactions will be cleared. Clearing credits 


expressed in terms of this unit and guaranteed by the ~ 
principal participating countries may provide the basis ~ 
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from which world trade can get moving again after the a 


period of purely relief measures. 


But to say that crutches are necessary for the halt and e 


lame is not to argue that they should be retained when | 
the cripple is well again. Crutches are an impediment, not © 
an aid, to the able-bodied. In the immediate post-war | 


period, some form of exchange control will be the 
corollary of the continuing controls on consumption, 


capital development, foreign trade and transport which ~~ 


will have to be maintained for a time, if the transition 
from war to peace is not to end in another 1919 boom 
and another 1921 collapse. But, as foreign trade begins 
to find its feet again and international payments acquire 


a new balance, international commerce and finance will © 


be able to throw the crutches away ; indeed, there is good 


ground for saying that, if the maximum amount of world — 


trade is to be built up, and if the international division 
of labour is to be brought to its most productive peak, in 


the interests of all countries, the crutches must be thrown | 


away. 


There can, of course, be no dogmatism about the time 
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and manner of relaxation. The general principle is that 
controls of this kind should be so organised as to wither ~ 


away pari passu with the return to high activity in peace- | 
time production and trade. But obviously the position 


will depend upon the kind of economic system which it 
is sought to establish. It is, for instance, plain that, as an 
article on page § reiterates, the necessity, say, to 
ensure full employment for all who are willing to work, 
a social and political necessity which will brook no denial, 
may involve empirical and, perhaps, reluctant concessions 
in other branches of economic policy. The monetary 
system and the mechanism of the exchanges inevitably 
reflect and conform with the economy which they are 
called upon to serve ; they are instruments. The decision 
will have to be made according to the needs of the case, 
without any undue leaning backwards towards old 
methods and, equally, without the current “ progressive ” 
predilection for rooting out everything that has worked 
in the past. All that can be said at this stage is that, in 


the context of international trade policy, exchange control 3 
1S Mot a panacea or a magic wand ; on the contrary, it © 


is at best a necessary evil. 


Moreover, the implications of exchange control as 2 _ 
permanent expedient should be fully realised. No country © 
has ever yet devised an effective system of exchange © 
control which does not require a complete and continuous © 


official censorshi 


; p of incoming and outgoing mails. / 
Exchange control involves ‘the tight of poor of all | 
persons entering or leaving the country. Again, exchange © 
control requires official approval or sanction for every © 
trade transaction and financial operation with other 


ives political weigh iti uld, 
ideally, gives political weight where politics sho 


e discrimination, 
through tariffs or quotas 
of the foreign exchange 


be least in evidence. It opens the door wide to | 
effected not openly or directly | 
» but simply by the sanctioning © 
operations which attend every | 
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foreign trade transaction ; it can make moonshine of the 


most-favoured-nation clause. It would not be easy to 
unite the functioning of exchange control and its political 
implications with the implementation of the Atlantic 
Charter—that is, with the restoration of world trade to 


the highest possible level on a free and equal basis. 


Finally, exchange control is hardly compatible with the 
existence of the highly devel and sensitive inter- 
national commodity markets which flourished before the 
war. International transactions in, say, cotton, rubber and 
grains require a rapidity of decision and a freedom of 
initiative which no exchange control can allow. From a 
national point of view, comprehensive exchange control 


will do nothing but harm to the international financing 
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operations which, together with world merchanting. 
brought this country so considerable an overseas income 
before the war—which will: be needed more than ever 
when the war is over. 

It is well that the cost of exchange control should be 
carefully counted. It: may, perhaps, be argued that the 
Price is not significant compared with the benefits which 
exchange control can bring. But the case is very far indeed 
from being proved. It is imperative that it should be sub- 
jected to the closest and most sceptical scrutiny when the 
time to decide comes—if only because of the threat which 
exchange control undoubtedly offers to the restoration of 
an abundant flow of world trade and to world economic 
peace. 


Full Employment 


|Three articles in “ The Economist” on October 3rd, 
10th and 17th discussed the possible ways and means 
of securing full employment after the war for all those 
who are willing to work. They aroused a good deal of 
interest, and a selection of letters from correspondents 


y was published on November 28th. The article which 


follows is intended to sum up the discussion so far as it 
has gone. It ts hoped to publish all four articles in 


% pamphlet form in the near future.} 


HE three earlier articles on Full Employment 

attempted to summarise, with the dogmatism that 

is necessary for brevity, the present state of informed 

opinion on the prospect of maintaining Full Employment 

after the war. The arguments of these articles can be 

recapitulated, with even more dogmatism and brevity, 
in seven propositions : — 

1. Though there are several distinct varieties of un- 
employment, it is the mass unemployment caused by 
cyclical depressions which presents the most important 
problem. 

2. Cyclical depressions arise, in the main, from lack 
of balance between the voluntary savings of the com- 
munity and its expenditures on the maintenance and 
increase of physical assets. 

3. The method of preventing this periodic lack of 
balance between Saving and Investment should be the 
control of capital creation, with a view to making it 
both regular and also large enough to absorb the 
savings of the fully-employed community. 

4. In pursuit of this policy, the state should give 
priority to the stimulation of capital investment by 
“‘remunerative” enterprise (whether publicly or 


privately owned) and to its own “necessary” 
investments (defining as “necessary” those that 
are called for by policies other than _ that 


of maintaining Full Employment). Only when these 
expedients are exhausted should the state embark upon 
“unnecessary ” and “ unremunerative” public works. 

5. The magnitude of the problem is larger than has 
been generally recognised. In the conditions and at the 
prices of 1938,the volume of expenditure on capital goods 
(including maintenance expenditures) by the public 
and/or the state, would probably have to be of the 
order of £1,200 millions a year to ensure full em- 
ployment. 

6. In stimulating “remunerative” investment, in- 
direct controls, notably through the rate of interest, are 
likely to be inadequate ; and direct methods, such as 
guarantees against risk and adjustments of taxation, 
will have to be employed. 

7. There is no reason to fear that, by these means, 
Full Employment cannot be attained. The need for 
skill and vigilance is to ensure that it can be attained 
without bringing other evils in its train, such as 
economic and political totalitarianism, inflation, econo- 
mic conflicts between states and protected monopolies 
within them. 

The intention of these three articles was not to pro- 
pound any new theory, but simply to sum up the present 
state of the debate and, if possible, to demonstrate the 
measure of agreement that has been attained. The dis- 
cussion that followed upon the articles—of which some 


examples were printed in the issue of November 28th— 


was the most complete fulfilment of their purpose. 

It is not intended in the present article to traverse the 
ground afresh, and still less to attempt a detailed answer 
to the criticisms that have been voiced. Few, if any, of 


the critics were in serious disagreement with the line of 


argument advanced. But their comments did throw up 
one or two points which might affect the task of securing 
public acceptance of the policy outlined ; and in a matter 
as important as this, it is worth the effort necessary to 
ensure that there are no avoidable misunderstandings. 

The three letters which were printed in the issue of 
November 28th were deliberately selected to illustrate 
the three main categories of critics—the Totalitarians. 
the Theorists and the Die-Hard Individualists. To all 
three, however, there can be given the answer that they 
have missed an essential point. It is possible to agree 
with the Totalitarian that Full Employment could be more 
easily reached and more surely maintained if the state 
exerted complete control over public consumption and 
over the mobility of labour. But the object of The 
Economist articles was to inquire in what conditions Full 
Employment could be secured in a democratic community. 
With the Theorist, the disagreement is marginal and 
small, and can be explained by the fact that the attempt 
was to work out, not merely the theory, but the practical 
politics, of a Full Employment policy. And to the Indi- 
vidualist, whose hair stands on end at the thought of 
some of the dangers of a Full Employment policy, the 
answer can be given that the practical question for the 
present day is not whether we ought to try to secure Full 
Employment, but what will happen when we do. 

Most of the criticisms that were made, from the totali- 
tarian standpoint, in Dr Balogh’s letter were founded 
on misconceptions. Thus the whole of his first 
chapter was founded on the assumption that The 
Economist accepted Professor Hansen’s American views as 
applying to Great Britain—although the first article said, 
in so many words, that “ Professor Hansen writes in an 
American context. . . . This leads him to misunderstand 
recent British economic history.” Lest anyone else should 
be suffering from the same misapprehension, let it be 
stated with all necessary emphasis that The Economist’s 
arguments were neither predicated upon the existence of, 
nor designed to maintain, a laissez faire economy. Dr 
Balogh had even less justification for his curious belief 
that The Economist’s intention was to secure “ the 
minimum of interference with private enterprise” or to 
prevent “any consciously planned reconstruction.” The 
original articles twice specifically stated that the prefer- 
ence for stimulating “ remunerative” investment over 
“ unremunerative ” public works was not to be interpreted 
as involving a preference for private over public owner- 
ship ; they also said that there was “an inescapable 
obligation ” on the state to engage in capital construction 
on its own account, and expenditure on such things 
as slum-clearance schemes was included in normal 
investment. 

Underneath these misconceptions, however,: there is a 
point of real substance. The disharmony between savings 
and investment can, as a matter of theory, be corrected 
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secure Full Employment involves any danger of infring- ~ 
‘og the principles of John Stuart Mill, it would be better | 
not to run the risk. As one City Editor puts it “Whar | 
has always stood in the way of full employment in the | 
past has been the fear of a large deficit in the balance of 

payments” and another went so far as to accuse The | 
Economist of being “ willing to pay the price of unem- | 


by operating cither on savings or on investment. There 
is some (though not conclusive) reason to believe that 
there is what, Dr Balogh calls “a tendency to over-saving 
at a given rate of interest ”—that is, that at any rate of 
interest a modern community will tend to save more than 
it cam invest. If so, the remedy should be for the state 
to encourage such a redistribution of income as would 
diminish the volume of saving. It so happens that 
the policy that would reduce the inequality of incomes 
would also assist the cause of economic stability. This was 
explicitly and repeatedly stated in the articles. But it 1s 
a long-term policy, designed to increase the permanent 
health of the community, and not one that can be speeded 
up and slowed down from year to year. At present, the 
difficulty is that the volume of saving, though relatively 
stable, is (probably) too high, while the chief defect of 
the volume of investment is that it is unstable, being too 
high at some times, too low at others. Deliberately to de- 
stabilise savings in order to match the fluctuations of 
investment would obviously be foolish. This was the 
reason for suggesting that the short-run policy should be 
to operate through the volume of investment—not any 
desire to impede the redistribution of incomes. If it could 
be shown that Full Employment in a democratic com- 
munity could only be secured by perpetuating inequality, 
then there would be cause for despondency. Fortunately, 
the reverse is the truth. 

The point that the Theorist, Mrs Robinson, makes is 
one of perfect theoretical validity. In theory, any invest- 
ment, state or private, tends to lead to an expansion of 
credit and an increase in the potential or actual money 
supply. But the argument was practical, not theoretical. A 
large and continuing state deficit creates money in a form 
which, for practical and institutional reasons, is more 
dangerous than the money created by private investment. 
Possibly it is unreasonable for the public to draw the dis- 
tinction—but it is drawn. In theory, there is no reason 
why there should ever be an inflation—but inflations do 
occur, and a policy which places less temptation in the 
way of an untheoretical public is pro tanto preferable. But 
the point is not an important one. 

Finally, there is the Individualist case, which can be 
summarised in the statement that if a policy designed to 


NOTES OF 


Plus ca Change 


The Government changes announced on Thursday 
change little and promise less. The one possible exception 
is the appointment of Mr Harold Macmillan to be Minister 
Resident .at Allied Headquarters in North-West Africa— 
though whether Mr Macmillan has the desirable degree of 
knowledge of France and French affairs is by no means 
certain. The time was overdue for the dispatch of a British 
Minister to work with Mr Murphy, President Roosevelt’s 
Ministerial representative there. Neither Mr Macmillan nor 
Mr Murphy will have any political functions or authority 
in these regions ; and Mr Macmillan has been much con- 
cerned in the colonies with the kind of supply problems 
which are critical in the French overseas territories. Un- 
fortunately, his departure to join the team of Ministers 
overseas, which now includes Mr Casey in the Middle 
East, Lord Swinton in West Africa, and Mr Llewellin in 
Washington, carries on the absurdly high turnover of 
Ministers at the Colonial Office ; and his post as Parlia- 
mentary Under-Secretary for the Colonies has not yet been 
filled. It is most untimely that the Colonial Office, just 
when a new, untried and not inspiring Secretary of State in 
the person of Mr Oliver Stanley has been appointed, should 
be deprived of Mr Macmillan without a prompt and satis- 
factory replacement. Whatever the intention, these adminis- 
trative shifts must work powerfully against the framing and 
execution of the colonial programme which is so urgently 
needed. The remaining changes announced on Thursday, 
apart from those made necessary by the setting up of the 
new Ministry of Town and Country Planning 
be either honorific or personal, Many people have recently 
argued, very reasonably, that the Minister surveying recon- 
struction should be in the Cabinet without portfolio. Sir 
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ployment in other countries in order to abolish it here ” 
(would he accuse The Economist of also advocating 
dictatorship, inflation and monopoly, since these were 
the other dangers pointed out?). The argument whether 
a country which, in the course of successfully achieving 
Full Employment, places controls on foreign trade, does 
good or harm to other countries 1s an interesting one— 
for another occasion. To argue it now would be beside 


the point. It is not 4 question of The Economist's 


preference for Full Employment versus the City Editors’ 
preference for full exchanges. There is no option ; it is 


Hobson’s choice. For any form of government in the © 


industrial democracies in the fifth decade of the twentieth 


century, it is a categorical imperative to do whatever is 


necessary to prevent mass unemployment. And in any 
case, the suggestion made here was not that the price of 


economic conflicts should be willingly paid for full | 


employment, but, on the contrary, that care should be 


taken so to devise the policy that, if possible, that price : 


would not have to be paid. 


But the digression into controversy has already taken © 
up too much of this final article, whose purpose was not © 
rebuttal but summing up. The aim of the original articles © 
was to crystallise the present state of opinion, in the = 


belief that the main structure of an agreed and practicable 


policy already existed. The comments that have appeared, © 
both in The Economist and elsewhere, bear out this © 
contention. Where they are not based on complete mis- © 
apprehension of what was said, they deal with point ~ 
which can reasonably be regarded as subsidiary. It would | 
policy can | 
continue. The next step should be the appointment of ~ 
a Royal Commission of the necessary standing and ~ 
authority to work out the details—economic and political © 
—under a chairman whose name would carry confidence. 


seem, therefore, that the construction of a 


Perhaps it is another job for Sir William Beveridge. 


THE WEEK 


William Jowitt has been made Minister without Portfolio, 


but he has not been included in the Cabinet, which means 
that he remains exactly where he was, his status ambiguous 


and his authority nebulous or non-existent. The explanation | 


that he will have “access” to the Cabinet means little or 


nothing, because he was said to have that access before. © 
All in all, these appointments do not bode well, to say the | 


least, for a forward-looking policy in reconstruction matteis, 


either at home or in the Empire. The choice of Mr W. S. | 
Morrison to be Minister-Designate for Town and Country © 


Planning suggests that this post is to be regarded as just 


another place with which to reward politicians of long 7 
service, though the appointment of Mr H. G. Strauss t0 © 
be Parliamentary Secretary-Designate. is probably more © 
hopeful. As Paymaster-General, Mr Churchill’s watchdog © 
and adviser, Lord Cherwell, will presumably carry on the ~ 
work he has been doing for the Prime Minister, in scientific © 
and economic questions, but with added, and perhaps | 
hardly desirable, political weight. As Parliamentary Secre- © 
tary to the Ministry of Supply, Mr Churchill’s son-in-law. | 
Mr. Duncan Sandys, will continue to be a fortunate young © 
man. The translation of Captain Crookshank from the | 
Treasury to be Postmaster-General, with the special task for © 


the moment of combing out the inflated staffs of British 
Missions in America, is just routine promotion. 


* * * 


20th Century Economics 


2 


Now that the Times has rescued from obscurity the | 
anonymous pamphlet “A Twentieth Century Economic ~ 
System,” the salient features of that document, perhaps | 
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require more critical scrutiny than they have hitherto re- 
ceived on their merits. The system which the pamphlet en- 
visages is one of economic separatism. Each country must 
be “entirely free to settle its own internal policies without 


fear of external interference.” This may curtail the inter- 


national division of labour ; but the author recognises no 
threat in this to the world’s standard of welfare, because 
“with the development of Power Production in the 20th 
century, the problem of producing a sufficiency for all has 
been largely solved.” The countries of the world can, there- 
fore, pursue the intangibles of “full nationhood,” “ healthy 
communities ” “congenial occupations” and the like, in 
place of the old arduous objectives of maximum produc- 
tion at the minimum economic cost. Within a British en- 
clave the desired economic expansion is to be magically 
fostered by the appropriate manipulation of the credit 
system, operated so as to stabilise an index number of 
sterling prices. The additional credit that may be required 
for this purpose will no longer be “lent into existence by 
the banks” but “spent into existence by the State ”— 
striking phrases. From the appointed hour, the banks will 
only be allowed to make new loans as old loans are paid 
off. The state will create additional credit by spending 
money on approved works, whenever the index number 
of prices shows signs of falling (oddly, perhaps, there 
appears to be no provision for “unspending” when the 
index number is rising). The great virtue claimed for this 
new mechanism is that the additional money created by it 
will not bear interest. Although the money thus created 
would be canalised in the banking system, it could not 
provide the basis for additional credit creation, for only 
{1 out of every £10 thus brought into existence will be 
allowed to rank as true bank cash (to allow the banks to 
maintain a statutory 10 per cent ratio of cash to deposits). 
Seldom has a cruder, more unrealistic, more uninformed set 
of ineffective tricks been put forward as a solution of deep- 
seated economic problems. At no point do these suggestions 
really touch the practical problems of production and trade. 
In no single way do they offer a solution for, or even recog- 
nise, the basic economic task of obtaining the maximum 
output of goods and services from the. physical resources 
available, The problem of production “they write off, 
astoundingly, as solved. The problems of productivity and 
economic efficiency in the use of resources they ignore—or 
dismiss as unworthy of consideration. 


* * * 


Hara-Kiri in the City 


This is the recipe for the post-war world which has, 
apparently, received the approval of the Council of the 
London Chamber of Commerce—which, at first sight, is 
staggering news. It had been assumed, perhaps too easily, 
that the City of London stood for economic development 
on international and not on autarkic lines. Now nobly, it 
seems, it is prepared to commit hara-kiri. Its institutions 
would fare more than uncomfortably under the ceiling 
placed on bank credit. Its traders cannot readily relish the 
view that the scope for division of labour in the world and, 
therefore, for international trade is narrowing. Its great in- 
ternational markets can see little future in the rigorous con- 
trol of exchanges which is envisaged as a permanent feature 
of the twentieth century economic system. And to what 


; end? What purpose is to be served by this notable suicide? 


The more one studies the pamphlet, the less one can under- 
stand how any appreciable proportion of the Council of the 
London Chamber of Commerce can have accepted its prin- 
ciples. The Council is a large body. It comprises some 150 
members ; and the explanation probably is that no more 
than a very small proportion of that total are actually in- 
cluded in its active and vocal membership. But its ex-officio 
members include the two Members of Parliament for the 
City, the Governor of the Bank of England, the Chairman 
of the Stock Exchange and the Chairman of Lloyds. Do 
they rank among the endorsers of this pamphlet? A sub- 
stantial proportion of the membership is nominated by 
various bodies. The Institute of Bankers, for example, 
is affiliated, and it has not protested. The fact is that the 
Institute has not bothered ; for some decades past it has 
failed even to nominate the representative to whom it 1s 
entitled. The active membership of the Council has lately 
become increasingly representative of domestic industry to 
which the mixture of protectionism and monetary expan- 
sion expounded in the pamphlet is for some reason attrac- 
tive nowadays. The Chamber speaks with all the authority 
of its mame ; but its views in fact are very personal. It is 
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certain that, in accounting for the Council’s endorsement of 
the pamphlet, acknowledgment must above all be made 
to its lively secretary, Mr. A. de V. Leigh, whose published 
views on economic matters, and on currency problems in 
particular, are not dissimilar to those expounded in the 
pamphlet which has received the recognition of The Times 
as well an conciliar approval, 


* * * 


Fuel Front 


The Ministry of Fuel and Power has issued a new 
Order, the Control of Fuel (No. 3) Order, which incorpor- 
ates the previous Waste of Fuel and Control of Fuel 
Orders, and is designed to make sure of greater economy 
in consumption. The Ministry’s inspectors already have 
the right of entry into premises and of inspection; the 
new Order gives them authority to inspect and test fuel 
fittings and appliances as well, while the Ministry is 
empowered to control, and, if necessary, prohibit, the use 
of such fittings. Proceedings can be taken against any occu- 
pier of premises who is found to be exceeding the quantity 
used in the corresponding period of the previous year, 
without showing good reason for the increase, or without 
effecting a corresponding reduction in the consumption of 
other fuels. Prosecution for waste of fuel may lead to three 
months’ imprisonment, £100 fine, or both. A further an- 
nouncement fixes coal supplies for the next three months ; 
supplies must not exceed 15 cwt in London and the 
Southern districts or one ton in the Midlands, North and 
Scotland ; coke supplies are similarly limited. Priority is 
to be given to small consumers without stocking facilities. 
The restrictions embodied in these orders are clearly neces- 
sary. But the machinery for inspection and enforcement 
which is being set up is surely as complicated and cum- 
bersome as it would be under any rationing scheme, with- 
out the advantages that would have been secured by ration- 
ing. Moreover, comparison with a corresponding period in 
the previous year is vastly less satisfactory or just as a 
criterion than the formula worked out under the original 
Beveridge scheme. It rewards the extravagant and penalises 
the thrifty. On the production side, the Government has 
made an important decision in taking over the Clifton 
Colliery, Nottingham. The whole of the issued shares of 
the company have been vested in the Ministry and the 
existing board of directors are to be removed from office. 
This pit is the first in the country to be taken over com- 
pletely ; the Ministry had already assumed managerial 
control over it by appointing a general manager at the 
beginning of November. The output of the Clifton Col- 
liery is about 130,000 tons a year and in order to increase 
production modern American machinery—power loaders 
which cut and load simultaneously—is likely to he in- 
stalled. The Ministry’s action, like Sir Stafford Cripps’ 
appointment of a managing director to an aircraft factory, 
is a welcome sign that the Government is not prepared 
to tolerate inefficient management in vital industries. 


More than a century’s accumulated business 
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Food Strategy 


The .1930’s, usually associated with world economic 
éncu ee breakdown of international machinery, 
appeasement and war, may be picked out by future his- 
torians for the advances which were then made in the 
science of nutrition and in the knowledge of mainutrition 
and deficiency diseases. The most important vitamin dis- 
coveries ; the work of the League of Nations Food Com- 
mission; the British Medical Association’s nutrition 
report ; and Sir John Orr’s study of “ Food, Health and 
Income,” all belong to this period. Professor J. R. Marrack, 
in “ Food and Planning ” (Gollancz, 1942), has brought to- 
gether and summarised the information on these subjects. 
Perhaps not enough of the book is devoted to one of the 
pressing problems of the present time—how to attain the 
maximum co-ordination of the United Nations’ food strategy, 
which is every bit as important for the achievement of victory 
as the co-ordination of military strategy or armament 
supplies. But the comparison drawn between food policy in 
the last war and this is illuminating. There are still several 
respects in which the present Minister of Food might use- 
fully look back to the precedents set then by Lord Rhondda. 
The Government took over the flour mills in 1917 and 
were thus strongly placed to regulate the degree of extrac- 
tion and dilution of flour. When the U-boat menace was 
at its height 25 years ago, the risk was wisely run of greatly 
reducing the numbers of livestock. To-day, of course, the 
Ministry of Food has effective control over a far wider 
range of products ; and rationing started at the beginning 
of this war, instead of in its fourth year. 

* 


Professor ‘Marrack, while recognising the value of the 
Ministry’s. work, accuses it of timidity and compromise and 
of exercising control in the interests of the big combines 
—-the history of the national loaf serving as his chief item 
of evidence..His main conclusion is the common-sense one 
that production should be for direct human. consumption 
and that the. numbers of livestock, other than milch cows, 
should .be drastically cut down. One acre of land will 
produce -3.7: million calories as potatoes and 1.8 million as 
wheat, but only: 160,000 as beef. On the distribution side, 
Professor Marrack treads the familiar path of practical 
wisdom: he advocates the extension of rationing to cover 
al! foods in short supply ; greater discrimination in favour 
of heavy workers, mothers and growing children ; the sur- 
render of coupons for rationed. foods at restaurant meals ; 
and the further extension of communal feeding centres and 
school meals. These proposals are obviously sound—they 
have been already urged upon the Government from many 
quarters—and no doubt those who are responsible for 
directing the nation’s food policy are studying this book 
with care and, it is to be hoped, with somewhat more atten- 
tion than they have sometimes -paid to their earlier critics in 
the same vein. It did not appear from an_ inter- 
view which Lord Woolton gave to the Star,: on 
December 28th, on . “Food in 1943,” that the 
Government were contemplating introducing any great 
changes in rationing or food policy. He admitted that 
the Ministry has a complete scheme for the surrender of 
coupons for restaurant meals, ready to be put into opera- 
tion, and one wonders why the Government is so diffident 
about taking this particular measure. He hinted that there 
might be reductions in the tea and cheese rations, though 
there would be none in sugar or meat, and once again he 
appealed to the public to reduce their bread consumption 
and eat more potatoes. If, as Lord Woolton says, the potato 
is “the key to the food problem,” the Government will 
seriously have to consider more drastic measures than 
appeais and advertisement to bring about further reduc- 
tions in bread consumption. Almost certainly the Ministry 
of Food now has ready and waiting plans to round-off 
rationing ; it would seem that the opening of 1943, the year 
of trial, is the appropriate time to apply them. 
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Tojo Speaks 


Tojo, Japanese Prime Minister and Minister of War, 4 j 
made a speech last Sunday which was chiefly remarkable — 


for its omissions. There was virtually no mention of Japan. ~ 
ese successes. There was no suggestion that the Position of © 
the Japanese vis-a-vis the Allies would improve in the near © 
future. Nor was there any reference to the place of Ger. 4 
many and Italy in Axis strategy. In return for the assurance © 
that the “strategic foothold” acquired by Japan would © 
eventually lead to victory, the Japanese people are forced to | 
face the true, but distasteful, conclusion that the decisive ~ 
phase of the Far Eastern war is only now about to open | 
after five and a half years of increasingly heavy fighting | 
And on each of the three main eastern battle fronts, China, | 
Burma and the Solomons, the Allies have already, in some | 
measure assumed an offensive role. At home, as Tojo | 
pointed out, the armed forces are actively preparing against | 
air raids. The whole speech pointed to the outstanding : 
development of the past four months, the passing of the | 


initiative to the Allies. The implications of the Allied offen- 


sive are not yet plain, but the decisive change has already | 
occurred. General Wavell’s advance in Burma is indeed 
still tentative ; and the American occupation of Guadalcanal | 
is still stubbornly contested. But Japan has lost the chance | 
of a cheap blitz victory in the Pacific, in the twelve months | 


since Pearl Harbour, as decisively as Germany lost the 


same chance in the year which ended with the Battle of | 
Britain. Though in veiled terms, Tojo’s statement was both | 


realistic and subdued. 


* * * 


Railway Wages 


At the time of writing, the delegate conference of the e 
Associated Society of Locomotive Engineers, which met © 


to consider the recent wages award of the Railway Staff 
National Tribunal, has not finally decided its course of 
action. Dissatisfaction with the award found expression in 
violent speeches, threatening a strike or, alternatively, a 
refusal to work overtime or to take duty on consecutive 
Sundays. Two vital issues are involved. First, before the 
claim of the ASLE was heard by the Tribunal, the union 
undertook to accept its decision as final. Secondly, any 
action designed to secure concessions by impeding the 
operation of the railways would amount to an attempt at 
extorting concessions by threatening a vital service. The 
staff covered by the recent award of the Tribunal includes 
those employed on a weekly wage, “the conciliation 
grades,” numbering about 340,000, and salaried and super- 
visory staff, numbering 89,000, The great majority of thesc 
are represented by the National Union of Railwaymen. The 
staff covered by the claim of the ASLE are drivers, motor- 
men, firemen, assistant motormen and cleaners ; these total 
about 80,000 and are included in the conciliation grades. 
Before the latest wages award, wartime increases amounted 


to 118. a week for the men represented by the NUR and |~ 


¥ 


15s. a week for the drivers, firemen and other workers 7 
represented by the ASLE. The difference arose from the © 


fact that the enginemen had previously accepted the offer 
of an additional 4s. a week made by the railway companies. 


In their award of last month, when both the NUR and the | 
ASLE claimed higher wages, the Tribunal was anxious to @ 
avoid discrimination between the workers represented by”) 


the two unions, They granted an additional 5s. a week to 
the conciliation grades, but as enginemen had already 


secured an advance of 4s. their gain by the award only © 
amounted to 1s. a week. Thus the award raised the total | 
wartime increases to 16s. a week for the adult members of 
both unions. In voicing its dissatisfaction with the award, ~~ 
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the ASLE therefore lays a claim to special treatment, for 
an increase in wages in excess of the general increase © 


granted to other workers. It has sought to justify its claim 
on the grounds, for example, that in certam instances the 
rates of pay compare unfavourably with those in other 


industries and that they do not take account of the im- © 


portance of their work. But, whatever the nature of the 
grievances and contentions, there is no vestige of justifica- 
tion for any attempt to extort concessions by militant action. 


* we * 


Industrial Assurance and Beveridge 


, _ The Industrial Life Offices have published their “ pre- 
liminary observations” on Sir William Beveridge’s proposals 
and National 


in so far as they affect Industrial Assurance 
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Health ‘Approved Societies. The proposals threaten the 
existence of these offices, at any rate in their present form ; 
they would abstract from the insurance industry a sub- 
stantial part of its business. Hence it is not surprising that 
the offices have decided to fight them. Their case is largely 
the familiar argument about the inefficiency of bureau- 
cratic administration. The unification of social insurance 
“will undoubtedly be extravagant and unwieldy”; the 
proposed national funeral grant is redundant on the ground 
that most people are already covered by “ voluntary indus- 
trial insurance’; and so on. It is difficult tc see why the 
next generation should be saddled with the expensive prac- 
tices of the present generation in order to preserve 
existing interests. The Industrial Life Offices feel very 
strongly about what they ccnsider to be discrimination be- 
tween them and trade unions and friendly societies. This 
is, perhaps, one of the most controversial of the technical 
aspects of the Beveridge proposals. But the protest is not 
convincing. True, approved societies and industrial life 
offices have rendered great services in the administration of 
national health insurance. But it is again hard to see why 
past services should stand in the way of beneficent reforms 
and the unification of the social services; and to accuse 
Sir William Beveridge of political bias is intolerably bad 
taste. Great play is made with the fact that the Beveridge 
Report consists only of a series of suggestions by one man, 
which is @ndeed true. But the enthusiasm with which the 
Report was received reflects a large measure of public 
support ; and either these or alternative proposals must go 
forward. 


Intimidation ? 


The publication of an article by Zierke in the 
Voélkischer Beobachter of December 15th which told the 
naked truth about the place reserved for neutrals in the 
New Order was a tactical error. The essence of propaganda 
is, after all, that every mouth should speak with the same 
voice. German propaganda in Turkey has, on the whole, 
been skilfully conducted: it has dwelt on the desire of 
the Axis Powers to respect Turkish independence. The 
Volkischer article, written in reply to M. Nejmedin Sadak, 
the editor of Aksham, who discussed the réle likely to be 
assigned to the neutral Powers in a Nazi Europe, stated 
bluntly that an “ undisputed leadership ” would be exercised 
by the great Powers. It went on to point out that the 
small States would be expected to conform both politically 
and economically to the German way of life, and that the 
fate of Poland lay before any nation which toyed with the 
notion of giving territorial aid to the Allies. As M. Yalchin 
noted in Yeni Sabah, this brazen declaration has made the 
worst possible impression in Turkey. The Press reaction 
has been extremely spirited. Replying in Aksham, M. Sadak 
affirmed that Turkey recognises no difference in the right 
of self-determination between great Powers and small, and 
that it is not interested in a peace based on Axis or any 
other hegemony. The curious feature of the incident is 
that the Vélkischer article should have been printed at all 
at this stage, when the Axis is suffering military reverses 
on several fronts. It is possible that, anticipating a shift 
in the focus of Mediterranean fighting to the eastern basin, 
the Axis is acutely anxious to find out whether Turkey will 
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stand by the letter of the Montreux Convention, Yet such 
an approach implies 4 complete misunderstanding of the 
Turkish attitude, which is .based upon a determined 
neutrality. Despite the annoyance which it. caused in Berlin, 
nothing more can be read into the renewal of the Saadbad 
Pact between Turkey, Persia, Afghanistan and Iraq until 
June, 1948. 


Divided Finland 


As time goes on and casualties mount, the Finnish 
tragedy deepens. The Government continues to place before 
the Finnish people the acquisition of stable frontiers as its 
sole war aim, And, indeed, the basic ingredients of the 
Finnish dilemma have not changed. But the length of the 
war, the toll which it is taking of a people of no more than 
four millions and the rising tide of allied successes are 
contriving to sharpen differences within the nation. The 
recent refusal of plenary powers to President Ryti by the 
Finnish Parliament would in terms of normal democratic 
procedure be interpreted as a vote of no confidence. In the 
circumstances, that would certainly be going too far, but 
the event points to a growth of hostility to the official 
policy which has recently been voiced in numerous other 
connections, There is no doubt that feeling ran high over 
the question of extradition of Jewish political refugees by 
Germany. How many unfortunates were actually handed 
over remains uncertain, but the public, as the news leaked 
out, showed concern over a peculiarly un-Scandinavian inci- 
dent. Democratic Finland does not easily or without mis- 
giving pay the price of German collaboration. The contro- 
versy which in recent weeks has raged round the name of 
M. Fagerholm, the Finnish-Swede and leading Social De- 
mocrat who holds the portfolio of Socia! Affairs, also points 
to the burning issue of the day. M. Fagerholm when on 
a visit to Stockholm emphasised the limited nature of Fin- 
land’s war aims and its unwillingness to become positively 
committed to support of the New Order. To what extent 
M. Fagerholm is actually at loggerheads with the Govern- 
ment and to what: extent German pressure alone is respon- 
sible for his political isolation is:not clear. But there is no 
doubt that his attitude commands wide support in Finland, 
by no means only among the Finnish-Swedes. The true 
tragedy is that as the controversy sharpens, the underlying 
unity of the Finnish outlook is being breached. Resistance 
to the prosecution of the war promotes both intransigence 
and heightened German pressure. 


* * * 


No Sales 

Normally, the winter sales would now be in full swing: 
But at last, after first condoning—because the retail trade 
is already so restricted—and then disapproving but allowing. 
the Board of Trade has requested that there should be no 
sales this year. The ban will only be lifted for the “ disposal! 
of oddments ””—even the word “sale” is taboo—under 
which certain summer goods and soiled, damaged or un- 
fashionable goods may be sold off at reduced prices. The 
wisdom of even this concession may be questioned, since 
summer shoes will be as good next summer as they were 
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last and fashion “is itself démodé in a utility world. Why, 
moreover, does the Board’s notice, to be displayed in shops, 
read: “. . . but certain stocks, which must be cleared, 
are on offer in the following departments . . .”? There 
are no stocks which must be cleared in wartime, and any 
encouragement to the public to spend is contrary to a 
sound war economy. Stocks should be eked out over the 
whole year, and it is the great disadvantage of sales—or 
disposals—that they prevent this and, on the contrary, in- 
duce people to buy things they do not really want—at the 
time anyhow—at the expense of people who really need 
them. The ban on sales will prevent this from happening 
to such necessities as most clothes and household goods, 
but, in the case of the latter, it is not enough if their fair 
distribution is to be ensured. At present there is a sale—in 
all but name and price—every time a new quota of house- 
hold goods such as kettles and saucepans arrives in the 
shops. The lucky people are those with time enough to ask 
every morning whether they have come in. The only 
solution, of course, is a comprehensive rationing scheme 
for household goods on a points basis. The President of 
the Board of Trade has refused to put towels on a ration 
of their own because they are in such short supply. But if 
they were included in a general scheme, this argument 
would lose its validity because they could be pointed high 
so that people could only buy them at the expense of, say, 
kitchen equipment. The other argument is that such a 
scheme would need a host of officials to carry out—the 
number needed for clothes rationing is given as an example. 
But it has surely been abundantly proved that the number 
of people needed to run a rationing scheme is nothing 
compared with the number saved at every stage of manu- 
facture and distribution, to say nothing of the moral 
advantages to the consumer. 


* * * 


War Damage 


By piecing together the statistics issued by various 
Government departments it is now possible to assess more 
accurately the effect of air raids on the housing position. 
The Minister of Health has announced that at least 
2;7§0,000 houses have been damaged by enemy action and 
that casualties among other property, such as shops, offices, 
factories, farms, churches, schools, hospitals, number about 
250,000. Only some 250,000 houses of the total number 
damaged, however, have been completely destroyed or ren- 
dered uninhabitable. The bulk of the remainder appear to 
be fit for occupation ; local authorities alone have carried 
out first-aid or more permanent repairs to 2.500,000 units. 
Compared with the pre-war stock of houses, numbering 
about 13,000,000 units, the number rendered uninhabitable 
by air raid damage has not been large. It is clear, there- 
fore, that the main cause of the housing shortage js the 
virtual cessation of new building, for the annual average 
number of new houses built in the years before the war was 
about 350,000. Nevertheless, the destruction caused by air 
taids and, perhaps still more, the geographical redistribu- 
tion of the population have seriously aggravated the short- 
age in certain towns and districts. Another interesting fact 
which has now been disclosed is that the amount paid out 
by the Government in respect of repairs to damaged 
buildings exceeds the premiums collected by it under the 
War Damage Act. According to the Chancellor of the 
Exchequer the Government has already incurred expendi- 
ture of £86,500,000 in respect of claims by individuals and 
local authorities, including certain payments on account 
made to public utilities. Even if the war damage contribu- 
tions, amounting to some {40,000,000 a year, had been paid 
- in-full for two years—the second year ends in June, 1943— 
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they would still fall short of expenditure. Actually, nothing 
like the full amount for the first two years has been paid. 
This fact should dispose of the agitation for a reduction in 
premiums, based on the argument that contributions exceed 
payments and that the Government is hoarding the poor 
property owner’s money. 


* * * 


Supplies from North Africa 


The arrangement announced by the Combined Raw 
Materials Board, which has been worked out in co-opera- 
tion with the French authorities, for the allocation to the 
Allies of supplies from French North Africa, seems 
eminently satisfactory. After meeting local needs, exports 
of raw materials will go to the United Kingdom and to the 
United States ; Britain will get iron ore and pyrites, phos- 
phate rock and superphosphates, zinc ore and concentrates 
of lead bullion and ore, while America will get manganese, 
cobalt ore and cork. Though it is not known what quanti- 
ties will be available for export, the supplies of these 
materials should considerably strengthen the Allied war 
potential, as well as having the negative advantage of de- 
priving the Axis of important sources of supplies. France 
before the war was almost entirely dependent for phosphates 
and manganese on its North African possessions, and 
though (as was pointed out in The Economist of Novem- 
ber 21st) certain vested interests in Metropolitan France 
had impeded the full economic development of the territory 
before the war, output had been greatly speeded up since 
the Armistice, in the interests of Germany. The two main 
minerals of French North Africa are iron ore and phos- 
phates. The pre-war output of iron ore amounted to 
34-4 million tons a year, and the importance of French 
North Africa as a source of supply can be gauged from 


‘the fact that in 1939 Britain imported 1.5 million tons from 


Algeria, and about 500,000 tons from Tunis—more than 
was imported from Sweden and Spain combined in the 
same year. The iron ore, being of high-grade quality, 
amounting to over 50 per cent metal content, is especially 
valuable for Britain’s steel production. North Africa ranks 
second only to the United States in the production of 
phosphate rock, with an average annual pre-war output of 
over 4 million tons. The United Kingdom obtained only a 
small proportion of its phosphate requirements from North 
Africa before the war, but phosphates are needed at the 
present time for the agricultural programme. If an 
enlightened economic policy is pursued by the authorities 
in North Africa, it should be possible considerably to ex- 
pand the production of these vital raw materials for the 
benefit of the Allies. 


* * * 


The French Merchant Navy 


German sources recently gave some figures of the 
tonnage of the portion of the French mercantile marine 
which remained in the hands of Vichy. The gross tonnage 
immediately after the Armistice is said to have amounted 
to 1.§ million tons. 


When the English and the America landed in the French 
colonies [says the Frankfurter Zeitung] a considerable part 
of the mercantile marine was in Algerian and Morrocan ports. 
According to expert estimates these made up two-thirds of the 
ships which were left to unoccupied France. 


The present tonnage would therefore be about 500-600,000 
gross tons. It is said to comprise the following categories : 


(Thousands of gross tons) 
Passenger steamers 
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The total gross tonnage at the beginning of the wat 
amounted to 2,728,000 tons; at the beginning of 1941 1 
was 1,922,000 tons. The Frankfurter Zeitung has als 
published some rather obscure speculations about the 
stock exchange value of the shares of the French merchant 
marine—which may be connected with German attempts 
to acquire the shares, for the effect was to sow uneasiness 
among French shareholders. It may be that the German 
estimate of the remaining French tonnage was put rather 


low for the same reason. 
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AMERICAN SURVEY 





Food Goals 


for 


1943 


(From Our Washington Correspondent) 


HE announcement, on November 21st, of the appoint- 
ment of Governor Herbert H. Lehman, of New York, to 


| work in association with the Department of State as Direc- 
tor of Foreign Relief and Rehabilitation Operations, gives . 


additional point to the goals for 1943 agricultural produc- 
tion set by Secretary Wickard, on November 30th. Governor 
Lehman’s function is described as a step in the mobilisation 
of food, clothing, medical supplies, and other necessities as 
an effective immediate contribution to the relief of victims 
of war in areas reoccupied by the forces of the United 
Nations. 

On this list, food ranks first. Parallel with the designation 
of Governor Lehman, the Department of State set up an 
Office of Foreign Territories, charged with all non-military 
matters contingent on the military occupation of foreign 
territories by American forces. For this Office the Secretary 
of State was authorised to draw on the staffs of other 
Government agencies, and under this arrangement Under- 
Secretary of Agriculture Paul Appleby has been temporarily 
loaned to act as Special Assistant to the Secretary of State 
in inaugurating the new work. 

What are the food supplies the Office will have to work 
with? The 1943 goals were prepared by the Foods Require-. 
ments Committee, which regularly reviews the military and 
civilian requirements of the United Nations for foods and 
fibres produced in this country. They call for a stepping 
up of production over 1942’s record output in practically 
all of the major agricultural groups: 122 billion pounds of 
milk against 120 billion pounds in 1942; 25.7 billion 
pounds of meat, or 16 per cent more than in 1942, and 
nearly one-third more than the country’s normal consump- 
tion ; 4 billion pounds of chickens for meat, and an 8 per 
cent increase in eggs over the 600 million dozen by which 
1942 topped the previous record ; increased production of 
vegetable oil crops and feed grains (the Department of 
Agriculture is also offering 125 million bushels of Govern- 
ment-owned wheat for sale for feed); sharply stepped up 
output of dry beans and peas, a Io per cent increase in 
potatoes. 


War Economy 


In converting agriculture to war needs, suggested acreage 
substitutions include shifts from short staple cotton, of 
which nearly a two years’ supply is on hand, to longer 
staple cotton, or to feed grains or peanuts; shifts from 
wheat, of which supplies in excess of current needs are 
overcrowding storage facilities, to soya beans, flaxseed, and 
feed crops in the areas where this is feasible (increased hog 
farrowings are also being urged in the Western Corn Belt 
and Eastern Great Plain states) ; shifts in commercial truck 
acreage from commodities of low nutritive value, such as 
cantaloupes and water-melons, cucumbers, cauliflower, 
celery, asparagus to such vegetables as carrots, lima beans, 
snap beans and onions, for which increases of 15 to 30 per 
cent are requested. 

Meeting the new goals is obviously going to strain 
American farm capacity to the limit. The weather in 1942 
was exceptionally favourable to bumper crops ; next year’s 
may be less fortunate. Foreseeably less favourable is the 
farmer’s situation in respect to skilled labour (about 14 
million workers and operators have left the farms in the 
past year), farm machinery (in November manufacture was 
cut to 23 per cent of the 1940 output), production supplies 
(fertilisers, containers, etc., are increasingly scarce), and 
transportation (the 1,000,000 trucks on farms in 1941—and 
their tyres—are not growing any younger, and nation-wide 
gas rationing is now in effect). 

To help in these difficulties, the Secretary of Agriculture 
pledged the aid of his department in various respects. He 
said that he would keep on presenting agriculture’s case 


as the division of critical materials takes place, and that an 
effort would be made to alleviate the labour shortage by: 


(1) Shifting of workers from non-essential into essential 
crops ; (2) retention of essential key operators and workers 
on farms through changes in deferment and employment 
policies of the Selective Service System ; (3) transportation 
and training of workers from surplus areas who can become 
year-around workers in the more diversified areas, particularly 
the dairy regions ; (4) transportation of seasonal workers to 
work in the harvest of specialty crops ; (5) use of high school 
youth during the summer months ; and (6) use of volunteer 
city people to aid during the critical harvest seasons. 

These aids, however, will be offered only to, farmers 
whose production is aimed at filling war needs. Growers 
of crops which contribute little to nutrition, while using 
large quantities of labour, or requiring considerable facili- 
ties for transportation, will be outside the picture. 


Post-War Guarantees | 


_ But to producers of crops included in the 1943 goals, 
in addition to the mustering of facilities, the department 
assures price support for their output, under the enlarged 
version of the Steagall Amendment contained in the Econo- 
mic Stabilisation Act. With farm production currently 40 
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per cent greater than it was at the close of the last war, 
the prospects of a sudden cessation of demand are im- 
pressive and alarming to a farmer who remembers 1921 
and the years thereafter. Insurance of support for a two- 
year period after the close of hostilities consequently makes 
an enormous difference in his willingness to undertake a 1943 
pig crop of 121 million head (and raise it to an average 
of 10 Ibs. heavier than this year’s marketings), or a baby 
chick hatch of 1.2 billion chicks, or any of the other ex- 
pansions now asked for. (But, this time, are production 
goals of this size going to cease to be called for within 
two years after the war? Not if employment is maintained 
—at the current rate of domestic demand, all of the 122 
billion pounds of dairy production at which we aim next 
year would be lapped up at home, and so would most of the 
25 billion pounds of meat.) 

From the current outlook, the strain to produce up to 
the 1943 goals will be no greater than the strain to make 
what is produced go round to all the places where it is 
needed. This year, about 13 per cent of American food pro- 
duction is going to our armed forces and Allies ; next year, 
estimates set these requirements at about 25 per cent of 
expected output. 


North African Example 


The opening of the North African campaign is giving 
Americans a realistic picture of food as a weapon. About 
five pounds a day for each of the boys in uniform, delivered 
where they are fighting, is one part of this picture. Rations 
for Armed Forces joining our side of the battle is another 
part. Still another is the first Lend-Lease requisition for 
Tunisia-Algeria-Morocco of 54,000 tons (with sugar as its 
top item). North Africa is by no means one of the areas 
where overall need is greatest, but it is one of the areas 
where the political impressions of the population can be of 
enormous importance to the United Nations, and where 
supplies of relatively small tonnage of selected goods might 
have great psychological effect. 

These vivid overseas requirements forecast the vastly 
greater requirements, for use both by troops and by civilian 
peoples, to be anticipated as we join in an invasion of the 
Continent, and help compensate Russia for the fact that 
while she could shift her factories beyond the Urals she 
could not move the Ukraine there. The current prepara- 
tion of estimates in units of ten million people is an indica- 
tion of the size of the job ahead. Such estimates dwarf what 
otherwise look like the staggering totals of our 1943 goals 
for agriculture. 


American Notes 


Free Milk and Free Enterprise 


Mr Wallace is mending his fences. This is the first, 
although perhaps not the fairest, reaction to his most recent 
speech, which, for breadth of vision and clarity of detail, 
shows a marked advance on his earlier statements. The Vice- 
President, in a notable series of addresses, has made him- 
self the symbol of the most progressive and generous impul- 
ses in America. He has, at the same time, made enemies. 
His recent suggestion that one of America’s war aims 
should be a quart of milk for every one throughout the 
world was seized upon and ridiculed by his detractors, who 
gleefully announced that the Vice-President was deter- 
mined to pour milk down the throats of the most inveterate 
milk-allergics. Beneath this unfriendly froth there is a solid, 
obstinate section of opposition to the Free World princi- 
ples of Mr Wallace, to the intervention of government in 
industry, to the idea of a post-war hand-out at the expense 
of American pocketbooks and American competitive power 
abroad. The new Congress will contain more numerous, 
and more outspoken, critics of Mr Wallace ; and there was 
a real danger that they would succeed in confusing the 
Vice-President’s personal views with the settled policy of 
the Administration. Prudently, Mr Wallace has back- 
tracked. His last speech was, according to all accounts, a trial 
balloon, launched as much on behalf of the President as of 
himself. The Free World and free enterprise, government 
and business, are to go hand in hand. There is to be profit 
in doing right, and good export prospects for the dairy 
trade in nourishing the victims of Axis aggression, though 
there is a certain haziness about the terms of the recon- 
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found rather in the passages concerning the need both for 


ciliation. This is, perhaps, good politics; it is appeasement, ‘ 
But it does not read like the real Wallace. There are wrong © 
notes in the symphony. The genuine Wallace is to be | 







liberty and unity, perhaps on the regional principle ; the 4 


creation of a World Councii and Court; the necessity for 
re-education, “ psychological disarmament,” in the Axis 
countries after the war ; and the fundamental demand of the 
man in the street, the returned sailor, the demobilised 
soldier, that there be an end to unemployment, to war, and 
to sub-human living conditions. Mr. Wallace is right when 
he argues that it will be 
decently human and really hardheaded if we exchange our 
post-war surplus for goods, for peace, for improving the stan- 
dard of living of so-called backward peoples. 
But whether, by bowing before the storm, Mr Wallace will 
convince his opponents that he who loses his money wil! 
gain is far more doubtful. 


* * x 


Lend-Lease in Reverse 


When the new Lend-Lease appropriation of over $8,000 
millions goes to Congress for approval early in January, 
when the isolationist opposition will seize the opportunity 
to make a full scale attack upon the Administration’s 
policy and practice, the appropriation probably will be 
passed, but three lines of criticism are shaping up: that 
return shipments from countries receiving Lend-Lease are 
microscopic, perhaps only one-tenth of 1 per cent of Ameri- 
can shipments—a charge which will be sharply challenged 
by the Lend-Lease Administration ; that the transfer of 
American factory equipment abroad will provide new com- 
petition for American exports after the war ; and that Lend- 
Lease is being used to commit the United States to inter- 
national agreements concerning the post-war period. More 
damaging to the international-mindedness of the average 
American is the suggestion being put about that food short- 
ages at home are due to heavy shipments abroad, particu- 
larly to Britain, and that American service rations are being 
cut to provide food for other members of the United 
Nations. It is likely that the pinch of wartime living 
is just becoming painful. The part of Lend-Lease which 
has provoked the most bitter comment is the shipment of 
plant, particularly that which has gone to Russia. This can 
only be a tiny fraction of the total, but the Hearst press 
is in full cry over the 

wholesale shipment of American industrial plants to Russia 
at a time when Americans are being held down to the absolute 
necessities of life. 
Several lesser-known Congressmen from the Middle West 
have been guilty of equally unrestrained criticism. One even 
charged that 
The Government bloc is more interested in economic and 
political union with Soviet Russia than in military alliance 
with the Russians’ production. . . . Congress should call a 
halt to our moving toward Russia. 
The average American has a clearer understanding, and a 
more generous appreciation, of the function of Lend-Lease 
than these quotations suggest; but the text of the last 
Lend-Lease report leaves no doubt that the Administra- 
uuon is getting ready for trouble. Throughout there is per- 
sistent care to emphasise the unity of the war and the fact 
that it can only be won by the pooling of the resources of 
all the United Nations, at the chosen time and _ place. 
British shipments to Russia and the Middle East are 
stressed, as is the fact that the lion’s share of American 
production of food and weapons and raw materials goes 
to American civilians and fighting men, with only about 


15 per cent exported under Lend-Lease. The food position 


is subjected to particularly detailed analysis, which makes 
it plain that the quantities shipped abroad are only a very 
small part of domestic supplies. The largest are pork, 13 
per cent; fish, 2 per cent; eggs, 8.1 per cent ; cheese, 23.1 
per cert; lamb and mutton, 9 per cent; the rest are trifling. 
The fact that Britain grows the greater part of its food at 
home is given its due. This will surprise many Americans 
who imagine the British as almost completely dependent on 
American foodstuffs. Lend-Lease is too closely bound up 
with the effective prosecution of the war to receive the full 
mei i ag nema This will be reserved for more 

\ c matters, which it can be ed do not 
directly delay victory. But there are aspects ‘of Lend-Lease 


which provide t i t d 
exeniehe empting targets for the unscrupulous an 
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THE WORLD OVERSEAS 





Highway to Alaska 


(From Our Ottawa Correspondent) 


December Ist 


[N 1868, a company of American army engineers threaded 

a telegraph line through the solitudes of north-western 
Canada. lt was planned as a telegraph to Moscow. Tele- 
graph Creek, an inland post on the Sukine River, marks the 
project. In 1942, the US army engineers, in far greater force 
and combined with large civilian construction staffs, have 
completed a military highway from Dawson Creek, British 
Columbia, to Fairbanks, Alaska, a distance of 1,600 miles. 
This highway, known as the Alcan Road, represents a 
modern marvel of construction. It was generally regarded 
by the sparse population of that region as impossible within 
the time allotted, but the power of modern machinery and 
the aggressive determination of the builders proved the 
sceptics to be wrong. 

The spotlight of publicity that beat briefly, after months 
of military censorship, upon the formal opening of the 
Alcan Road, drew attention to the vast development pro- 
moted by the urgent strategic demands of war in one of the 
remote, long-inaccessible regions of North America. The 
dreams of those who have held faith with the territory 
“down north” on the Arctic-bound watershed of the 
Mackenzie River and its great tributaries, seem suddenly to 
be coming true with a rush. For the territory that held 
the attention of the world briefly in the Klondike gold rush 
and then lapsed into obscurity will be open to settlement 
and exploitation on the heels of the current military develop- 
ment, as it never could have been while it remained out 
of reach except by arduous travel. 

In an interview before leaving Ottawa, the Canadian 
Minister to Russia, Mr L. Dana Wilgress, declared that 
Canada could learn a great deal from Russia in the develop- 
ment of far northern lands. Mr Wilgress spent several years 
during the last war as a Canadian trade commissioner at 
Omsk and Vladivostok. The establishment of Russian cities, 
with populations upwards of 50,000, in some of the coldest 
regions of the world, in north-eastern Siberia, he said, sug- 
gested the scope for development in Canada’s Yukon and 
north-west territories, now traversed for the first time by 
a motor road. 

The Yukon and the territories served as a cradle land of 
Canadian aviation in the period after the Great War, when 
bush flyers operated air services to distant mining camps 
and trap lines in the wilderness. For some years, the civilian 
airport at Edmonton, Alberta, held a world’s record for the 
volume of freight transported by air from a single point. 
One of Canada’s most spectacular defence projects 
materialised in 1941, when the department of transport 
constructed a chain of air bases, capable of carrying a flow 
of military traffic in relatively short hops, from Edmonton 
to the Alaska border. This Alaska Skyway, linking with 
American air bases in Alaska, has become one of the main 
arteries of air traffic in North America since the United 
States entered the war in December, 1941. 

The Alcan Road, undertaken as an American military 
project, with the proviso that it will revert to Canada after 
the war, is therefore the second major line of communication 
created in the north-west to supplement shipping traffic 
along the Pacific coast. Lieut.-General J. L. De Witt, officer 
commanding the US western defence command, lifted the 
censorship briefly on further projects affecting the Yukon 
and Alaska, in a letter read at formal ceremonies opening 
the Alcan Road recently at Kluane Lake, on the Alaska 
border. General De Witt listed six construction projects 
as the next most important and necessary communication 
needs in that region. In order, they were as follows: con- 
struction of a railway westward from Fairbanks to the 
Behring coast ; conversion of the Skagway-Whitehorse rail- 
way to standard gauge and double track ; development of 
the port of Skagway ; extension of the Skagway-Whitehorse 


railway from Whitehorse to Fairbanks, to connect with the 
Alaskan railway ; and construction of a standard railway 
from Prince George, British Columbia, to Whitehorse and 
Fairbanks. 

In these projects, if completed during this war, one may 
see the realisation of proposals that were foremost in 
Canadian discussions during the Yukon gold rush days forty 
years ago, and to some extent in the period of great railway 
construction after the turn of the century. In 1898, for in- 
Stance, two years after the discovery of gold in the Yukon, 
the Canadian government entertained the idea of building 
a railway to Dawson City, the Yukon capital. That railway 
was to be built from Telegraph Creek to Teslin Lake, a 
distance of 150 miles, and later extended southward to a 
Canadian Pacific port—to be selected—and northward to the 
Klondike. But the Stikine-Teslin railway bill was killed 
in the Senate, after the Laurier Government had secured its 
passage in the House of Commons, and it was forgotten. 


A New Frontier 


That a new strategy of transportation in a remote corner 
of North America promises the opening of a new frontier 
in the post-war era is now a reasonable expectation. It is 
still not possible to draw all developments in that region 
into perspective, because many details are still censored. 
But recently the tourist bureau of the Alberta Government 
reported the receipt already of several hundreds of inquiries 
regarding the territory opened by the Alcan Road. That 
may be the first omen of a post-war influx into an unknown 
country of fur and mineral and water-power resources. 


Bulgaria * Under the Axis 


(BY A CORRESPONDENT) 


December 29th 


In 1942, Bulgaria experienced the third bad harvest in 
succession. The drought affected most of the crops, and 
hopes of increased yields in cereals, oilseeds and cotton 
were disappointed. Bread rationing has come to stay, and 
the shortage of feeding stuffs makes a reduction in the 
livestock population unavoidable. As in all other countries 
under Axis domination, German methods for the compul- 
sory delivery of agricultural products have been introduced, 
which are, however, opposed by the peasants. Insufficient 
storage facilities hamper the scheme. Frequently, peasants 
have been sent home with their products, which they then 
sell on a flourishing black market. Yet, under German 
and Italian influence, great schemes have been planned for 
the expansion of agricultural activity and particularly the 
reclamation of land. A German-Bulgarian Research Insti- 
tute was founded in September for the introduction of 
scientific methods. The immediate measure is, however, the 
mobilisation and the co-operative use of agricultural mach- 
inery. It seems that the rice crop yielded a substantial ex- 
port surplus, whereas the tobacco crops were disappointing. 
The compulsory delivery of foodstuffs favours Germany. 
Eggs and other high quality foodstuffs are graded in col- 
lecting stations. The best qualities are for export and the 
lower grades for home consumption. 
Before the war, fifty per cent of Bulgaria’s cotton require- 
ments was covered by home production. Efforts to increase 
the cotton output since the beginning of the war have not 
been very successful, and the 1942 harvest was below that of 
1941 because of the severe drought. The textile industry 
has, therefore, suffered considerably. Supplies of raw 
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Leva 24,398 millions. It would be wrong to assume that thi 4 


materials are running short because of the very small 
imports, which were as follows in metric tons:-— 
Raw Cotton Cotton 


Cotton Yarn Piece Goods 
ER at ER 11,970 1,592 942 
SES ek seek bw é 9,156 1,111 1,250 
i Ans ae ee wa 5,308 372 1,390 
EE Sak aS bow inks 1,652 172 894 


The imports of artificial textile fibres from Germany and 
Italy have remained small. The rubber and leather indus- 
tries have been similarly affected by the lack of raw 
materials. Before the war, these three industries employed 
roughly one-third of the total number of workers. Yet the 
official index of industrial production increased from 1939 
to July, 1942 by 29 per cent, which is explained by a re- 
markable rise in the production of the food preserving and 
tobacco industries. There is no doubt that Bulgarian ex- 
ports changed from bulk exports of cereals, feeding stuffs, 
and pulse to high quality foodstuffs. Apart from the smaller 
harvest, transport difficulties were regponsible for this 
change. 

Germany has been very active in promoting a self-suffi- 
ciency policy. A company was recently founded for the 
manufacture of synthetic petrol from indigenous coal. The 
German-Bulgarian Creditbank, a subsidiary of the Deutsche 
Bank, has founded a shipbuilding company and the H. 
Goering Works AG are responsible for a road building 
company. Italian capital interests are constructing a fac- 
tory for the manufacture of artificial textile fibre, and the 
iron and steel concern, Mannesmann, has established a 
trading company for the import and export of iron and 
steel and manufactures, especially ship-building material. 

Bulgaria’s foreign trade is almost exclusively dependent 
on Germany and Italy and provides the interesting specta- 
cle, contrary to the experience of all other Axis dominated 
countries of a substantial export surplus, amounting to Leva 
868 millions in 1939, changing into an import surplus, 
amounting to Leva 1,024 millions in 1941. The import sur- 
plus for the first six months of 1942 stands at Leva 599 
millions, but it is expected that at the end of the year it 
will have changed into a small export surplus. Details are 
no longer published, but it is explained that the import 
surplus in the first half of the year was due to a particularly 
heavy increase in the imports of manufactured articles. 
The wartime discrepancy between the prices and volume 
of foreign trade is clearly demonstrated by the following 
table, which shows the percentage changes compared with 
the previous year. 


Average Price 


Imports Exports in Million Leva 

% %, per 1,000 tons of 

Value Volume Value Volume Imports Exports 
1939 .. 5-3 18 8-7 8-8 13-3 11-2 
1940 .. 35:2 —1-7 15-7 83-1 18 -4 7-0 
1941 .. 45 -7 19-9 3146 —53°8 22 -3 20 -9 
1942 . 58-1 16-0 105-5 27-0 29 -2 29 -9 


The 1942 figures relate to the first six months, compared with 
the first six months of 1941. (—) indicates a decrease ; all other 
figures are increases. 


These violent fluctuations show clearly how normal trade 
relations have been upset by the artificial regulations dicta- 
ted by Germany and Italy. The reaction to these demands 
is shown for the first time in the remarkable increase in 
export prices during 1942. In 1940, Germany was still able 
to dictate export and import prices. Since 1941, however, 
the deterioration in price control measures because of in- 
ternal conditions can no longer be denied. It should also 
be noted that the figures include the trade of the in- 
corporated territories, Dobruja and Macedonia. 


Inflation and Black Markets 


All attempts at controlling prices after the German model 
have so far been a failure. From 1939 to August, 1942, the 
index of wholesale prices increased by 84 per cent, and the 
index of the cost of living by 82 per cent. During the same 
period, total money in circulation rose by 274 per cent. 
The changes in territory account only for a small part of 
this rise. Public opinion is greatly alarmed, and there is 
much talk about drastic measures against inflation, and 
speculators. The administration seems unable to cope with 
speculators and black market activities, which have so far 
defied any form of price control. Hoarding of banknotes 
seems to be widespread and is indicated by the prohibition 
on keeping banknotes in the safes of the banks. During the 
twelve months from July 1, 1941, to June 30, 1942, total 
savings deposits increased from Leva 19,218 millions to 
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indicates greater economic activity. The Governmen ~ 
threatened a decree demanding the disclosure Of saving: — 
accounts made out for wives and relatives, on the assump. 
tion that war profits, which are liable to a special wa 
profits tax, have been deposited in form of gifts for rela. 7 
tives. The new budget for 1943 estimates a record expendi. a 
ture amounting to Leva 21,740 millions, of which Ley; © 
8,850 millions is military expenditure—the largest on record, = 
The latest measure against inflation is the Government’ * 
decision to pay only half of al! liabilities exceeding Leva | 
200,000 in cash, the other half to be paid in Treasury | 
bonds. This indicates that the public responded poorly « 
the issue of a State loan. : 
The general picture of Bulgaria’s economy is dominated 
by the peasants’ growing resistance to compulsion. The 
requisitioning of wool, milk and cereals has not been suc. 
cessful, and sentences against peasants have been numerou: 
as well as heavy. Workers, particularly those in the tobace 
industry, have been persistently asking for a rise in wages. 7 
Price control measures are openly criticised in the Sobranje | 
as a failure, where there has also been discussion of the | 
chaotic supply organisation. It seems that ordinary economic 
activities have been severely restricted in favour of railway | 
and road building activities to serve German military de- 7 
mands. Labour is being diverted for the exploitation o! | 
uneconomic metal mines and the construction of factorie: 
for the manufacture of synthetic raw materials. 





Post-War Reconstruction 
—A View 


builc 

[BY A CORRESPONDENT] ment 

A NOTABLE event in the intellectual life of Dublin is the Jam pure: 
annual Finlay Lecture delivered in University College w | end 
commemorate the late Professor T. A. Finlay. Last autumn hens 


the lecture was delivered by Professor Paul van Zeeland, ES 
wno chose as his subject “Post-War Reconstruction. © The 
While disclaming the rdle of prophet, Professor van © 


Zeeland stated that there are certain forecasts of post-war |~ - 
deve.opments in the economic field which seem to be based , 
on right principles and at the same time to be likely to © 
secure a reasonable measure of general support. He stated © 
that post-war reconstruction must be on international lines: | 
that it must be positive ; and that the political, social and © Mor 
moral aspects of economic policy must not be overlooked. | 

The statement that reconstruction must be on inter- | Clin 
national lines does not impiy a return to free trade. Evolu- © 
tion and revoiution go forward and not backward. ‘Lhe Goa 
end of po.icy should be to expand economic relations 9 © 
that the interest of all nations will be equally served. If the © Val 
old means have failed, new means must be tried. The 
suggested solution lies in the formation of regional group- The 


ings within which nations must delegate part of their 
powers. For example, inside each region there should be a 
customs union and a single monetary unit. Between the | ’ 
different regions there should be agreements and closet Con 
organisation modelled on the Tripartite Monetary Agree- 

ment of 1936. The revolution in technique and in transport 


arising out of the war will involve world-wide organisation ae 
for certain purposes. : 

The statement that post-war reconstruction must be Th 
positive means that the mere removal of obstacles to world © 
trade will not be enough. The breaking down of barriers | Th 
must be accompanied by a policy for the expansion of pro- | 
duction which will involve a considerable extension of plan- | Vo 


ning. This need not involve the complete bureaucratisation 
of economic life, but rather the sharing of the direction of © 
production between the state, special organisations and ~~ op 
private enterprise. Post-war economic policy will take place © 

in two periods: the first of relief, the second of recon- | - 
struction. Dur:ng the period of relief, the appalling shortages 
of the occupied and belligerent countries will have to be © 
made good, mainly from American reserves and resources. 


Fs nag sea on these relief measures are already ant : = 
made. During this period, extensive planning and contro! | 

will still be necessary, but the area of control should be “ae 
gradually relaxed. In the second period, that of recon- 


struction, failure to grapple with realities would lead to 2 _ Qi 
third World War. The success of the totalitarian states was | 
largely due to the failure of the democracies to find the © 
right answer to the problems of reconstruction after the Dy 
last war. Totalitarianism was an answer to the problem, but © 
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the wrong one. It is incumbent on the democracies to dis- 
cover the right one. Considerable planning will be required 
for security against unemployment and slumps. The 
problem of hunger side by side with surpluses will have to 
be solved. All this will involve a considerable degree of 
international co-ordination, including international control 
of the output of raw materials. 

Regarding the social and political aspects of reconstruc-' 
tion, emphasis in the post-war period will have to be on the 


f social rather than the economic aspects of production. Un- 


employment will not be tolerated in the post-war world, 
but the totalitarian solution must be rejected on the ground 
of undue cost. The proposal for regional grouping un- 
doubtedly involves difficult political problems, which will 
necessitate a revision of the current notion of national sove- 
reignty. Nations must be induced to use their sovereign 
powers for co-operation rather than for competition. The 
use of sovereignty for this end does not involve any deroga- 
tion from the status of nations any more than making a 
contract derogates from the liberty of the individual citizen. 
In certain cases, majority rule may have to be enforced 
within the regional groups. 

Professor van Zeeland ended his lecture by a few tenta- 
tive conclusions regarding possible concrete measures. 
Europe will badly need help from the United States, which 
American public opinion is perfectly prepared to give. The 
American people will accept the responsibility of colla- 
boration in post-war reconstruction, if necessary on lend- 
lease lines. The United States will not move in the direc- 
tion of self-sufficiency, because such a policy would involve 
considerable loss of capital invested in the export industries 
and a reduction of the standard of living of the population. 


s © The development of under-privileged areas in Asia would 


build up international trade and investment. Such develop- 
ment would necessitate long loans at a low rate of interest. 
International public works in the nature of the Suez and 
Panama Canals would also provide outlets for employment 
and investment. The lecturer concluded by stating that 
there are no technical obstacles to a great international ex- 
pansion of production and a rise in the standard of living. 
The political obstacles, however, remain considerable. If 
they fail to be overcome, the post-war period will serve but 
as a prelude to another war. 


Books Received 


Money and Banking, 1940/42. League of Nations. (London) 
Allen and Unwin. 202 pages. 12s. 6d. net. 

Climate and the Energy of Nations. By S. F. Markham. 
(London) H. Mi 144 pages. 10s. 6d. net. 

Goals for America. By S,. Chase. 
Century Fund. 134 pages. $1.00. 

Malayan Postscript. By I. Morrison. (London) Faber and Faber. 
196 pages. 8s. 6d. net. 


The ILO at Work. No. 3. (Montreal) International Labour 
Office. 3480 University Street. 40 pages. No price 
stated. 

Commentary on Misconceptions Regarding Money and Bank 
Credit, By J. P. Colbert. (Dublin) Cahill and Co., Ltd. 
131 pages, §s. net. 

Sixty-Eighth Annual Report, 1941. (Cuckfield, Sussex) The 
Council of Foreign Bondholders. 263 pages. 7s, 6d. net. 

The Treaty of Versailles. Was It fust? By T. E. Jessop. 
(Edinburgh) Nelson. 167 pages. 5s. net. 

Ihe Rights of Nations. By C. Poznanski. (London) Routledge. 
86 pages. §s, net. 

Vorway’s Floating Empire. The Royal Norwegian Government 
Information Office. (London) Hodder and Stoughton. 
40 pages. Is. 3d. net. 

Open Air Dairy Farming. By R. N. Dixey. (Oxford) Agri- 
cultural Economics Research Institute. 70 pages. 2s. 6d. net. 

'Tniversity of Pennsylvania Bicentennial Conference: Con- 
servation of Renewable Natural Resources. By R. Zon 
and others. (London) H. Milford. 200 pages. IIs. 6d. net. 


Sound Principles for the Small Investor. By E. James. 
(London) Staples and Staples, Ltd. 36 pages. 6d. net. 


Australia Official Handbook. (Melbourne) Australian National 
Publicity Association. 140 pages. No price stated. 

Queensland Year-Book, 1941. Issued by the Government 
Statistician. (Brisbane) The Government Printers. 284 
pages. No price stated. 

Trustee Savings Bank Year Book, 1942. Trustee Savings Banks 


Association, (Fakenham, Norfolk) Wyman and Sons, Ltd. 
215 pages. No price stated. 
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THE MORE GAS 


you can save in the Battle 








for Fuel the more you release 


for the war factories. 


Gas means much more to the nation than just 
plain gas, because gas-making extracts from coal many 
valuable by-products essential to war industries — coke, 
tar, ammonia, benzole and sulphur. In the Battle for 
Fuel, the gas industry produces no less than half a ton of 
coke from every ton of coal used. Explosives, another 
mighty by-product of gas-making, are derived from the 
tar and ammonia. Plastics, motor spirit, drugs, paints 
and disinfectants are but a few of the thousands of 
Ammonia also 


substances obtained from tar alone. 


provides fertilisers, soaps and cleaning preparations. 


in Britain’s war 
effort, gas is playing 
a vital and increasing 
part, and to exercise 
care and restraint in 
its use is therefore 





everybody’s business. 





HOW TO SAVE GAS 
Ask for helpful pamphlets at your Gas Showrooms or 
from British Commercial Gas Association, 1 Grosvenor 
Place, London, S.W.1. 
(4) 
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Germany at War 


The Apotheosis of Planning 


T= Nazi planners have travelled a long way from the 
original Boards set up in 1934 to control the import and 
allocation of raw materials, They have now completed re- 
forms to secure the “ steering” of the whole of German 
industry. The complexity of the new organisation is quite 
beyond the ordinary German newspaper—although the 
whole system has been ostensibly devised to secure simpli- 
fication and to establish clear responsibilities. Less organis- 
ing and greater efficiency were the keynote of a decree 
issued by Hitler last March. The most important principle 
of the reforms is the so-called “ steering zones,” each cover- 
ing a complete section of industry—iron and steel, coal, 
machine-building, and so on. 

An extraordinary mixture of principles of control and 
planning mark the new system—including, in fact, every- 
thing that has been tried since 1934. In some industries, the 
old Boards under a commissioner of the Minister for 
Economic Affairs, who plans and supervises production, 
have been retained. In the machine-building industry, on 
the other hand, a special commissar, originally appointed 
to remove a bottleneck, now combines the activities of the 
old Board and of the former commissioner of the Minister. 
In the coal, iron and shoe industries co-operatives have 
been set up which are a combination of the former Boards 
and industrial federations. Then there are the committees 
and rings set up by Speer to be the special control instru- 
ments for the armament industry proper. 

The trend is obvious. Control began with the allocation 
of raw materials, which worked tolerably well until Goering’s 
Four Year Plan demanded a system of priority. Production 
plans became more rigid the longer war lasted, and the 
result was the great “paper war,” with every industrialist 
dealing with many different Boards, each of them allocating 
one of the different materials necessary for a single process 
of manufacture. The new steering principle is supposed to 
work in the opposite direction, by fixing a single responsi- 
bility for each manufactured article. Speer for the arma- 
ment industry and Funk for the remainder of industry work 
out the plan ; the heads of the steering organisations allo- 
cate the necessary materials ; and the industrialist is left 
to manufacture the article according to the plan. All fac- 
tories, all raw materials, and all commodities are indexed 
and classified. Soon there will be an index for prices and 
wage rates. Funk has said that planning and initiative can 
go together in industry as in the army, where the generals 
plan campaigns and leave subordinate officers to act on their 
own initiative in a particular part of the fighting. Private 
industrialists are dubbed the subordinate officers of 
economic p ; 

For the first time, the German papers claim, real totali- 
tarian planning has become possible. Planning has been 
extended to all civilian commodities, including not only the 
size and types of buttons, saucepans, chairs, wardrobes and 
so on, but their exact quantities. It was found necessary, 
after the concentration of industry and the growing competi- 
tion of the Wehrmacht for all kinds of civilian goods, to pre- 
vent Wehrmacht authorities from purchasing saucepans and 
similar articles from shops. Pans and pots bearing the 
mark “ Z,” which reserves them for civilians, are already in 
the shops. But the growing shortage of materials, plays 
havoc with the new system of steering. Semi-manufactures 
of inferior quality have to be substituted for high quality 
material; and a special commissar responsible for the 
more extensive use of substitutes for non-ferrous metals has 
already been appointed. Steering production by prices, 
which was the slogan of the first half of 1941, when it 
was called the final solution of Germany’s war economy, has 
been replaced by direct technical control in the armament 
a noe and by the principle of unified control in all other 
industries. 


* * x 
Textiles and Clothing.—Leading textile concerns report 


that production has, on the whole, been maintained in 
1941-42. There is no indication in these reports of any 








Beveridge Report predigested by G. D. H. Cole in 


“Beveridge Explained.” 48 pages. New 
Pamphlet. 6d. Everywhere. pages ew Statesinan 
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particular shortage of raw materials. On the contrary, many 

reports show that the manufacture of artificial textile fibres 
was still expanding. It may be assumed that roughly so 
per cent of the total pre-war supply of textile fibres js | 
now covered by the home production of natural and artj- | 
ficial fibres of all kinds. Supplies from the south-eastern 

countries of Europe are very small; and the hope that the | 
occupied provinces of Russia would yield substantial 
quantities of flax and cotton have so far been disappointed, 
The collection of waste material and old clothing has for 
a long time been very thorough, and can no longer yield 
appreciable extra quantities. The demand has been increased 
out of all proportion, first, by the winter war in Russia, 
and, secondly, by the influx of foreign workers and the 
additional employment of women, who had no stock of 
working clothes. The magnitude of the military demand 
may be seen by the fact that eight million blankets had 
to be manufactured for the eastern front. The manufacture 


of special winter uniforms is not only beyond the available § re 
raw material supply, but also beyond the manufacturing pene 
capacity. Strenuous efforts are being made to improve arti- certs 
ficial fibres, and two new Research Institutes for artificial ui 
fibres have been founded at the Universities of Breslau and = 
Munich. For some time, the population feared that no new he 
clothing cards would be issued for 1943, because of the The 
great demand of the Wehrmacht. die 
The clothing card for 1943 is now being issued, and equi 
reflects the general supply situation very clearly. The total carr 


number of coupons has been reduced from 120 to 100, and 
this smaller number of points must last for 18 months, case 
against the 16 months of the third clothing card. This | ; 

amounts to an actual reduction of roughly 27 per cent. 


The total material in the new ration is less than half the EP 
points supplied on the first card of the war. Overcoats for | the 


men and women need a special permit, which is rarely | 
given. For the first time, footwear is included. Hats, caps, E 
suspenders, braces, and even boot laces are also on points. | 


The points arithmetic is only half the story. The quality © pre 
of all materials has declined steadily. The best material is 7 it i 
on the priority list for the Wehrmacht, and material manu- sect 
factured from inferior types of artificial fibres and re- © hov 
generated waste forms the bulk of civilian supplies. s rep 
* i ma 
: Ex 
Generatorkraft A.G.—The ambitious scheme of con- onl 
verting all essential lorries, motor-cars and barges to use | ust 
generator gas requires more than the present actual supplies | wa 
of wood and other materials for the generators. The capital "3g is 
of the Generatorkraft A.G., which is the sole concern for Gc 
the distribution of materials, has therefore been increased | tax 
from Rm.1.8 millions to Rm. 4.5 millions. A further in- "93 0: 
crease to Rm. 9 millions has been suggested. Fifty per cent wh 
of the capital is supplied by Minister Speer’s “ Armaments pr 
Comptoir.” The Coal Co-operative follows with 22} per pe 
cent, the remainder coming from the timber and oil con- th 
cerns. After long deliberations, the coal mining industry fa 
succeeded in gaining considerable interest in this state wl 
concern, which, it is stated, will be reprivatised after the EI 
war. The Generatorkraft A.G. maintains a number of special an 
processing plants, which supply a network of stations aa 
modelled on petrol stations. The coal, timber and oil con- tu 
cerns will now be included in this system, and the first | EI 
task will be the construction of the necessary number of | 
supply stations all over Germany. It is pointed out that © th 
time will be needed for completing the network as well as | SJ 
for the improvement of the materials that can be used 2s | to 
fuel for generators. a "7 
* F P 
French Workers.—The German press states that ve 
400,000 French civilian workers are employed in Germany. —— 
This figure compares with roughly 160,000 in June-July, © . 
1942. Of this total, 150,000 are said to be skilled workers. © 
A war correspondent reports that 10,000 skilled workers © 
from Marseilles have gone to Germany. It may be of some | 
significance that for the first time a war correspondent [3 
reports on the export of French workers to Germany. There | 
seems to be no doubt that the military occupation of 


southern France has been combined with a round-up of 7 
workers. The migration of workers under German orders 

is by no means a one-way affair. The number of Dutch ¥ 
workers employed in France has increased by 9,000 10 4 
38,000 since the spring, while the number of Dutch workers — 
employed in Germany rose during the same time from | 
173,000 tO 220,000. 
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THE BUSINESS WORLD 





Depreciation 


Bape the British fiscal system profits are subject to 
income-tax, whether distriputed as dividends or re- 
tained in the business. But in assessing the profits liable to 
income-tax, industrial concerns are allowed to deduct ex- 
penditure on repairs to plant and machinery, as well as 
certain amounts in respect of the depreciation of plant and 
equipment. The object of these income-tax “allowances ” is 
simply to prevent taxation from acting as a hindrance to 
the carrying out of necessary repairs and replacements. 
Their purpose is thus essentially a negative one ; they pro- 
vide no positive incentive to the replacement of plant and 
equipment. True, replacements and major repairs cannot be 
carried out in war-time except with permission from the 
Government, and, in the main, these are now confined to 
essential plants, Nevertheless, as a result cf the progressive 
increase in the standard rate of income-tax from 25 per 
cent in 1937-38 to 50 per cent, and of the imposition of 
EPT at 100 per cent, subject to a rebate of 20 per cent after 
the war, income-tax allowances have become a matter of 
vital importance to industry. 

Exemptions from income-tax may be considered under 
two headings: repairs and replacements, Expenditure on 
repairs is exempted from taxation in the year during which 
it is incurred, Normally industrialists have no difficulty in 
securing tax relief for such expenditure. Occasionally, 
however, there are complications as, for example, when 
repairs involve an increase in the capacity of the original 
machinery or the installation of a new piece of plant. 
Expenditure on repairs of this nature may be disallowed or 
only partly exempted from taxation; the difficulties are 
usually settled by negotiation with the Inland Revenue. The 
war has brought an additional complication, because it 
is frequently impossible to carry out normal repairs. The 
Government has set its face against the granting of income- 
tax allowances for deferred repaits on the ground that the 


cost of delayed repairs will be exempt from tax after the war 


when they are actually carried out. On the other hand, special 
provision has been made to prevent industrialists from being 
penalised in the event of the termination of EPT before 
they have been able to carry out deferred repairs. Manu- 
facturers may estimate for each year the cost of repairs 
which would normally have been carried out. An amount of 
EPT equivalent to these estimates will be held in suspense, 
and a final settlement delayed until industrialists have had 
an opportunity to undertake the work. The actual expendi- 
ture on deferred repairs will then be set off against the 
EPT liability held in suspense. 

So far as replacements are concerned, industrialists have 
the choice of two systems. There is the “renewals ” 
system which is almost universally applied to small portable 
tools, and usually to furnaces, and the “depreciation ” or 
“wear and tear,” plus “obsolescence” system applied to 
plant and machinery. Of the two, the latter is much the 
most important, for it is one of the factors—though not 
necessarily the most important one—which determines the 
rate at which British industry replaces its equipment. The 
renewals system resembles the method adopted for repairs 
in that the cost of replacements is exempted from tax during 
the year in which the expenditure has been incurred. By 
the depreciation plus obsolescence system industrialists are 
granted annual relief (depreciation allowances) from income- 
tax On an amount representing a percentage of the value 
of their plant and machinery ; and, when replacement takes 
place, they may claim exemption from income-tax (obso- 
lescence allowances) in respect of the difference between the 
sum total of depreciation allowances, and the original cost of 
the machinery, provided an amount at least equal to this 
difference has actually been spent, For example, if a manu- 
facturer has bought a piece of equipment for £100, and, 
under the depreciation allowance, has written it down to 


Allowances 


£40, then scrapped it, receiving £5 from a scrap merchant, 
he may claim as obsolescence allowance the difference of 
£35, in the year during which he has replaced it, provided 
he has spent at least £35 in replacement. If profits in the 
year of replacement are inadequate to provide for the 
obsolescence allowance, the claim, or part of it, may be 
carzied forward. It is important to note that the deprecia- 
aon plus obsolescence allowances are equivalent to the 
original cost of the piece of equipment, which is not 
necessarily the same as the cost of replacement at the time 
it takes place. In other words, industrialists may lose during 
periods of rising prices and gain during periods of falling 
prices ; the system of income-tax allowances is in accord- 
ance with the principles of British taxation which do not 
take account of capital profits and losses. 

In theory depreciation allowances are meant to be equiva- 
lent to the reduction in the original value (the purchase 
price) of machinery caused by wear and tear. In practice 
they are determined by bargaining between the taxpayer 
and the Inland Revenue; with the exception of shipping 
and tramways, they are based, not on the original cost ot 
the equipment, but on its original value, less the sum 
total of the allowances already granted, that is to say, 
on its written-down value. In the absence of agree- 
ment the taxpayer can appeal to the general or special Com- 
missioners. Moreover, any body of persons representing 
an industry may appeal! to the Board of Referees. In actual 
fact, the majority of organised industries, through their 
trade associations, have negotiated “agreed normal rates” 
of depreciation with the Inland Revenue. These rates 
are automatically applied to all members of the industry, 
whether they subscribe to the association or not. Rates for 
particular types of plant such as steam boilers and lorries 
are usually the same for all industries which use them. 
By way of example, the “agreed normal rates” applicable 
to some important industries are shown at the foot of the 
next page ; they exclude the additional relief—equivalent to 
one-fifth of the depreciation allowances—granted by the 
Finance Act of 1932 as amended by the Act of 1938. 

There has been no general increase in depreciation allow- 
ances since the outbreak of war. But special relief has been 
granted to a number of industries in order to compensate 
manufacturers for the increase in wear and tear, and in 
respect of plant which has been provided for war purposes 


and may not be needed in times of peace. Among the- 


first category are industries such as aircraft, moto: 
and machine-tool manufacture. With the exception o° 
certain types of equipment, members of these trades 
have been granted a 50 per cent increase in depreciation 
allowances, provided they are working three shifts or two 
shifts plus cvertime. Inspectors of Taxes may grant increases 
to any war contractor upon proof that they are justified by 
his working conditions. Discrimination is justified in view of 
the fact that the incidence of the war upon the various 
induStries has been far from uniform. Secondly, owners of 
buildings—for the first time—plant and machinery pro- 
vided in connection with re-armament since 1937, and not 
likely to be needed after the war, have been granted special 
depreciation allowances up to 10 per cent on the origina! 
cost of the assets. These concessions, however, are in the 
nature of interim allowances. The value of such equipment 
is to be ascertained after the war at a date to be fixed by 
Parliament, and steps will then presumably be taken to 
enable industrialists to write off, without having to incur 
replacement expenditure, the difference between the original 
cost of the equipment and the sum total of their allowances 
plus its residual value. 

Within its limits the present system of allowances has 
given a measure of rough justice. On the whole, it is being 
applied flexibly and account is taken of technical changes. 


4 
i 
: 
} 


18 


Thus, where obsolescence allowance is claimed, the Inland 
Revenue does not insist on proof that the plant which has 
been replaced was technically obsolete. The relief granted 
may thus provide not merely for obsolescence in the tech- 
nical sense but also for inadequate depreciation allowances. 
Nor does the Inland Revenue insist on too strict an inter- 
pretation of the term replacement. For example, it is pre- 
pared to accept a transformer supplying electric power as a 
replacement of a boiler and turbine; but as the trans- 
former may cost much less than the boiler and turbine the 
manufacturer will not be able to claim the full obsolescence 
allowance, 

Not unnaturally, manufacturers frequently contend that 
depreciation allowances are inadequate, especially in war- 
time when prices are rising. But the system has been 
designed to enable the cost of plant to be written off and 
not to provide for the cost of replacement. Machinery exists 
whereby taxpayers can put their case before the Commis- 
sioners and trade associations before the Board of Referees. 
Moreover, if depreciation allowances were increased sub- 
stantially, the obsolescence allowance might frequently 
become inoperative in that the sum total of accumulated 
depreciation allowances at the time of replacement, plus 
the scrap value of the plant, might exceed the original cost. 
In the circumstances, the taxpayer would make an addi- 
tional profit, consisting of the tax which would have been 
payable on the amount by which his allowances exceeded 
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the original cost of the equipment. Nevertheless, there js 
probably some justification for the contention that, even 
within its limits, the system operates somewhat stiffly ; to 


the extent that accumulated depreciation allowances fal) 7 
short of the original cost manufacturers have to find the ~ 


difference before they can claim the obsolescence 


allowance. a 


Considered in the wider context of the needs of British 


a 


<8 


industry, however, the system has many shortcomings. In s 


principle, plant should be replaced when the running costs 
of existing equipment begin to exceed the running cost; 
plus fixed charges on new equipment. The present system 
does little to encourage the application of this principle, 
It does not ensure that depreciation plus obsolescence 
allowances are equal to replacement costs at the time of 
replacement. It is of little help to the firm which does not 
earn the profits out of which depreciation allowances can 
be claimed. Hence, concerns with large investments in fixed 
assets often have not sufficient financial incentive or 
reserves to scrap their plant when it becomes uneconomic ; 
they become ossified and act as a deterrent to price reduc- 
tions. The importance of maintaining the efficiency of 
British industry after the war and of securing cost and 
price reductions by the speedy replacement of uneconomic 
plant is beyond doubt. The more positive application of the 
principle of income-tax allowances seems to deserve serious 
consideration as one means. to this end. 





DEPRECIATION ALLOWANCES IN CERTAIN INDUSTRIES 















































Notr.—The additional deduction of one-fifth of the deduction in respect of wear and tear, granted by Section 18 of the 
Finance Act, 1932, as amended by Section 22 of the Finance Act, 1938, is not included in the rates shown. 
—— of Rate’ of 
preciation Depreciati 
Industry Type of Plant on industry Type of Plant — 
written-down besteten -down 
value value 
Aireratt. and Alreratt | High speed precision plant (i.c., plant * inding and other similar machinery % 
sis t.¢., plan n and other simi i 
Engine Manutacture designed to work emne cama = ie, . ee hecctesiats i 
of not less than 1/1,000th of an inc For’ t and machi 
) plan machi (except 
margin and normally engaged on such boilers, engines and shafting) working 
work), heat treatment, plating and continuously, i.e., treble shift or double 
electric welding plant...............0ssses0+ shift plus overtime, the rates are in- 
Other plant and machinery.................. 7 creased by 50 per cent. 
For plant and machinery working (The agreement does not apply to 
continuously, #.¢., treble shift, or double grinding and other similar machinery 
shift plus overtime, the above rates to No allowance is made in respect of 
be increased by 50 per cent. thereof. furn 
. a aces, but the cost of re and 
——_ - 4 o~ --gemRRnnOenNNONNEN 10 replacements and rebuilding is allowed 
‘o' cars an ENED 20 as a charge against revenue : the cost of 
Chemical Manutacture | Chemical plant other than sulphuric acid additional furnaces and of extensions 
_ er eaten coasesie 7 to existing furnaces is treated as capital 
NOINIID \ciscilctaisinnhinstanniecbichipnochen 7 expenditure in the ordinary course.) 
(mR RAR aR ey 5 Manutacture of Meter | Steam engines, boilers and shafting......... 5 
ameeme a ‘ Vehicles with internal | Fast running precision plant employed 
enemies 2 —e hms PB grec men ge am 4 Combustion Engines solely and directly in the production to 
i RTO ‘ 63 aan ee or a eee 12} 
Electrical plant ai the” suriace and’ ali Fast running plant not within ‘the fore . 
s . sae ore- 
underground plant installed in the shaft 1" going — a 
‘etutelbesbeoentettnesbadinanioiebesss . plant and machinery, and electric motors Tk 
9 wadergponnd plant : 2 Accounting, calculating and other similar 
team lorries ‘ oie WP ND oi Ai ssidcvscetindenschsdonccie 10 
Lorries driven by internal combustio - (ome in ge , of plant and 
PS sssesseceeresenserecesees Seeeseeeeeeeeeees machinery in per cent. and 
Electricity Undertakings =— capsastsin! = bs laying) puaaabanan A a per — ane are increased by 
Plant other than cables and exclusive of shifts. a See ee 
sh plus overtime or three shifts. 
loose oon pees atene wcowoneatel Newspaper Printing...... Baga, boilers and shafting ............... 5 
ote, generating pian a eashiuacr 64 T yn peneeaned each eaten prin o 
tem wage & iets coe ns saeubeabeh 5 (Normally no allowance is given in 
Cookers and kettles............. Be ate 20 eee neat te satus cums of 
oy washing machines, wash- cae Am oS ee eee 
ilers and water heaters ......... same i used 
Other kinds > a ow — pepoannent - 10 t yt orgie yn — 
(No allowance is made in respect of ss te! Rac Res & Papers, 
conduits, loose tools and office furniture, ae os gal lle wg rane 
but annual expenditure on repairs and oak 7“ oo o> im Dering 
renewals is allowed as a charge against aalaie ig fon the Sllowing 
revenue.) ST : 
(a) Life of plant substantially reduced ; 
Farming..................... Steam boilers and engines, portable steam ») Additional wear and tear not made 
engines, threshing machines and fixed H good by extra expenditure on main- 
SE ot i sctncesadianstctoigtbreniiecdes 5 | een ae ee Se Ne 
Electric installations ..............csscesseeeees 7h 7 pen bees of anne ouneeSenel 
Petrol and oil-driven tractor-cultivators 224 {¢.g., machines which print only one 
ID IID <aisiintruraesareunicbesenutlichinsnsinitin 15 | ne Pren ‘which ily run longer — 
Motor lorries and vans driven by internal | Stee! Man Le SERS SD We - 
combustion engines.............. ; oscdenbonns 20 ; ep oth heim — machinery generally, including 
All other types of farm machinery and machinery ancillary to furnaces......... 7 
implements, including portable poultry | (No allowance is made in respect. of 
(and similar) sheds and incubators...... } 10 the structure of furnaces of any kind 
(No allowance is made in respect of | {whether known as furnaces, calcining 
minor loose plant and utensils, but the kilns, hot blast stoves, steel mixers, 
cost of renewals is allowed as a charge soaking pits, regenerative furnaces, or 
against revenue. Allowance is granted | by any other name|, but the cost of 
in respect of motor cars used for business | repairs and replacements and rebuilding 
at the same rates as for motor | is allowed as a charge against revenue : 
lorries, restricted, however, to the pro- | - — we o> i Seances and of 
portionate part applicable to such use.) | seen esions and enlargements of 
Machine Tool Manu- | Steam engines, boilers and shafting........ / i 5 existing furnaces is treated as capital 
facture High speed precision plant, namely plant expenditure in the ordinary course.) 
lesigned to work to a degree of accuracy he rate applies only to concerns 
of not less than 1/1,000th of an inch engaged in the production of pig iron, 
margin and normally employed on or, eater alia, of nay | steel ingots of a 
such — scaueoonththoaesiorssesen tere otek 124 —— — es a ton, and to 
Other t and machinery, excludi certain steel-rolling. forging, hammer- 
2 hinery uding ing and steel re-rulling y+ Bm 
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Finance and Banking 


The Turn of the Year 


The turn of 1942 in the money market provided a 
typical illustration of the smooth wartime management oi 
these seasonal peaks of pressure on the credit situation. 
The bulk of the applications for this week’s Treasury 
bills were for those dated Saturday. The outside applicants 
for bils, who are perhaps less amenable to official dis- 
cipline than the houses comprising the market syndicate, 
would probably have paid for the whole of their alloca- 
tion of this week’s bils on Saturday. The maturities, on 
the other hand, were almost wholly made up of December 
bills. ‘he lack of coincidence between maturities and 
payments of Treasury deposit receipts was this week even 
more marked than in the case of Treasury bills. Conse- 
quently the Treasury was forced into heavy ways and 
means borrowing from the Bank from the beginning of this 
week. This week’s Bank return showed an increase of 
£81,360,000 in the holding of Government securities—a 
movement matched by the growth of £78,043,000 in 
bankers’ deposits. Part of this increase will have been 
accounted for by open market purchases of bills which the 
agents of the Bank of England began to make early this 
week. In spite of the absence of heavy Treasury bill pay- 
ments by the market early in the week, a considerable 
amount of official help had to be obtained through the 
open market activities of the Bank’s agents. The firm in 
question declared itself prepared to buy short-dated bills 
from the market in order to prepare for the considerable 
calling in of short loans which occurred on the final day 
of the year. With this help, the discount market was not 
forced to apply for assistance direct to the Bank, and once 
again the turn of the year was navigated without any 
recourse to penal borrowing at the central bank. 


* * * 


The Circulation 


The note circulation continued its expansion 
between the Wednesday before Christmas and Wednesday 
of this week, the latest total of notes in active circulation 
being £923,430,000 or £2,861,000 up on the week. This 
movement left £26,812,000 of unissued notes in reserve at 
the turn of the year. There should be some seasonal reflux 
of notes over the next few weeks, but, judging from the 
experience of the past three years, and from the continuing 
upward trend of wages, that movement is likely to prove 
small and short-lived. In that event the country will, before 
long, be in sight of that momentous jump in the fiduciary 
circulation from the present figure of £950,000,000 to 
£1,000,000,000, or over. The increase in the note circula- 
tion over the last five weeks of last year amounted to 
£53,397,000, compared with £41,683,000 over the cor- 
responding period a year ago. It is interesting to calculate 
from the Bank of England’s estimates of the true note and 
coin circulation, how greatly the expansjon in the former 
has outstripped that in the latter in the past year. In the 
twelve months to November the increase in the note circu- 
lation, after allowing for the notes held in bank tills, 
amounted to 27 per cent, against an increase of only 
9.§ per cent in the circulation of coins over the same 
period. On the basis of the 1939 averages, the increases by 
November were 90 per cent in the case of notes and 30 
per cent in the case of coins. The disparity between the 
two movements is to some extent explained by the rise 
in prices which brings the 1os. and £1 notes in greater 
current use than coins of smaller denominations. But this 
provides only a minor part of the explanation. The greater 
increase in the circulation of notes is primarily a reflection 
of hoarding and of the carrying of currency by wage- 
earners who have not acquired the banking habit. 


* * * 


French African Currency 


Now that the political unification of the French African 
territories is beginning to loom up on the horizon, the 
problem of the attendant economic unification will have 
to be considered. The main hurdle to be taken in solving 
the problem will be that created by the divergence of the 
monetary regimes in the North African and Free French 
territories respectively. The latter are in the sterling area, 
snd their local currencies are quoted at 176% francs to the 
£. The former have not yet defined their monetary status. 


From this point of view, they are in a state of precarious 
independence. But their local currencies have already had 
their exchange value fixed at 75 francs to the dollar and 
300 francs to the £. It seems inconceivable that this dis- 
parity in the exchange value of the two types of French 
colonial franc can endure indefinitely. If the rapprochement 
between them is to be effected with the least friction and 
dislocation, it will probably be by depreciating the Free 
French francs to the level at which Algerian and Moroccan 
francs are now quoted. The primrose path of depreciation 
is always easier and pleasanter to follow than the uphill 
road of currency appreciation and revaluation. Having 
accustomed North African exporters to receive the franc 
equivalent of current dollar and sterling prices for their 
products, calculated at the exchange rates fixed by the 
military authorities, it would be inviting little short of 
revolution to cut the exchange rates from 300 to 176 franc: 
to the £, and proportionately for the dollar. Meanwhile, the 
sterling area in Africa has been further enlarged by the 
inclusion of Madagascar and French Somaliland, both o! 
which now owe allegiance to the Fighting French National 
Committee. The Caisse Centrale pour la France Libre wil! 
become responsible for the currency issue in each ter. itory. 
This, admittedly, increases the ratio of economic weight in 
French Africa in favour of the more highly valued de 
Gaulle franc. But even with their inclusion, the centre o! 
gravity of French African economic resources still lies wel! 
on the side of the Giraud—300 to the £—franc. 


* * * 


United States Money Rates 


More complete information on the early November 
changes in Federal Reserve Bank discount rates has now 
reached this country and calls for a slight amendment o: 
the commentary on these changes which appeared in The 
Economist of November 7th. The new 4 per cent rate in 
New York apparently applies to advances to banks secured 
by Government obligations maturing or callable in onc 
year or less. This evidently introduces a new type of officia! 
accommodation provided by the Federal Reserve Banks. 
Until then, the operations with member banks, other than 
those conducted in the open market, were of four kinds: 
discounts of eligible paper; advances secured by eligible 
paper; advances secured by direct Government obliga- 
tions having not more than 90 days to run; and other 
secured advances (the maturities not exceeding 4 months). 
To this must now be added advances on Government 
obligations having not more than one year to run. The 
bank rate proper is generally held to be that obtaining for 
the discount of eligible paper and for advances secured 
by such paper, having not more than 90 days to run. This 
rate remains at I per cent in New York. The reduction 
in the rate on advances secured by direct Government 
obligations is, of course, an indication of the increasing 
extent to which member banks have been entering the 
market for short-term Government paper and of the narrow- 
ing of the margin of member banks’ excess reserves. 
Reserve balances have, in recent months, been strengthened 
by substantial open market purchases of securities by the 
Federal Reserve Banks and by some alleviation of reserve 
requirements in the New York and Chicago districts, where 
the decline in reserves had been concentrated. 


* * * 


Currency Revaluation in Brazil? 


The favourable development of the external trade of 
Brazil, combined with the accumulation of foreign cur- 
rency balances (£’s and $’s) has led to the question whether 
the highly improved currency exchange position might be 
used for fixing a higher price for the milreis (or its new 
equivalent—cruzeiro) in terms of pounds and dollars. The 
Brazilian economist, Professor Mario de Andrade Ramon, 
President of the Supreme Council of Brazilian Saving 
Banks, has recently expressed interesting views on this 
subject. He is of the opinion that the Anglo-Brazilian agree- 
ment of June, 1940, which fixed the equivalent of the / 
sterling at 80 milreis, and which has so far worked remark- 
ably well, should be revised. The improvement of the 
general economic position of Brazil would, as he points 
out, justify a new equivalent of, say, 40 milreis to the 
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pound ; such adjustment would, he says, not only combat 
inflation in Brazil, but would also forestall a later read- 
‘justment, since he expects that after the war is won the 
immense war expenditure of Great Britain and the United 
States would then demand a lowering of the exchange rates 
of these countries. Further, he stresses the fact that, after 
such a revaluation, the Brazilian Treasury would more 
easily build up its gold fund, the price of gold being then 
correspondingly lower in Brazilian currency. Although 
there are very few examples of successful deflations in 
financial history, the case of Brazil seems to offer fair 
chances of good results from such an operation, though 


Investment 


Equities Retain Lead 


For the second year in succession, the general level of 
British industrial equities showed an improvement during 
1942, following on five years of falling prices, Quotations 
at the close were at the highest of the year in contrast with 
the close of 1941, when the entry of Japan caused a con- 
siderable recession, lasting to the end of the first quarter. 
The rise on the year is absolutely greater than that of 
1941, and carries the index of industrial ordinary shares, 
compiled by The Financial News, up to the level ot 
January-February, 1939. Apart from the setback at the end 
of December, 1941, and the temporary drop in June, 1942, 
occasioned by the loss of Libya, the general movements of 
the two years are very similar, but the recovery started 
earlier in 1942, was interrupted earlier, and has since pro- 
ceeded much more smoothly. As against this, the two-year 
improvement in fixed interest securities was almost halted, 
the index at the close being, before conversion, 134.2 against 
132.0. The index does not reveal the fact, but the whole 
of this modest recovery occurred in securities other than 





FIXED INTEREST AND EQUITY SECURITY 
MOVEMENTS (July 1, 1935= 100) 
Financial News indices of 20 fixed-interest securities 
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the Funds. After making allowance for accrued interest, 
long-dated Government securities touched their highest 
early in the vear and, despite the recent recovery, are now 
appreciably below their opening figures. The exception is 
3 per cent Local loans, which- show an improvement of 
over a point on the year. As one passes from long to 
medium dated securities, closing prices of the year tend 
to be above the opening level, but they are still below the 
best. Definite shorts, with only five years or less to run, 
are well above the opening line, at or above the previous 
high level for the year. These movements tend to confirm 
the view, commonly held, that official policy is slowly losing 
its grip on the longer-dated stocks, in which all investors 
deal, but that it is still able to do as it will with the money 
market, including the banks, since the latter are compelled 
to take the new National War Bonds, long as they are 
as the shortest alternative to TDRs. As to the future, there 
is a fairly general agreement that a revival in activity from 
the very low level of recent weeks may be expected early 
in the New Year, but considerable difference of opinion 
exists as to whether buying will be concentrated first on 
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not, of course, on the suggested scale. The favourable tra. ~ 
balance for 1942 should amount to £25 millions, and th — 
rate of accumulation of balances in pounds and dollars ; 
still increasing. The main problem would be that of adjug. 
ing the domestic cost, price and wage structures to th © 
external value of the currency. It has been estimated that, © 
stabilisation of such costs at their present level would fy 
compatible with a 20 to 30 per cent revaluation of th © 
exchange value of the cruzeiro, One advantage of such , © 
move is that it would ease the burden of the external deb, 7 
and might well lead to an improvement on the terms of the 7 
settlement now in force. 


equities or on the Funds. Some stimulus to the latter, a; 7 
a consequence of the vesting orders, is inevitable, but i: 7 
is interesting to note that the usual argument of those who | 
expect gilt-edged to rise first is that everything else ha © 
had its turn and the Funds ought to catch up. This may bk © 
so, but the argument is a definite admission that they have 
lost their power to lead, as they did for a year or more after | 

June, 1940. : 


* * * 


Protecting Overseas Investors 


On the eve of the adoption of the new debt agreement © 
by the Mexican Congress, the Council of Foreign Bond- © 
holders issued an interim statement of their views on the © 
matter: an interim statement, because even now the full © 
particulars are not known to bondholders. Having pointed ~ 
out that they had no say in the matter, since in December, | 7 
1920, they recognised the International Committee of 7) 
Bankers on Mexico as the appropriate body to represent 
bondholders, they express disagreement with certain of the 
principles underlying the agreement, in particular with 
the cancellation of the exchange option in the case of the B 
sterling loans and with the adoption of a price, occasioned | 
by protracted default, as a basis for final settlement. It 
would indeed be something of a tragedy if this agreement ~ 
were to be accepted as a model for the settlement of the © 
obligations outstanding between this and other countries. © 
Our oversea investments are already drastically reduced, 
and it is very desirable that every effort should be made to | 
preserve the value of the remainder. The height of a world 7 
war, when the disturbance to all economic relations is at | 
its maximum, is not the best time to enter into arrange- © 
ments which are designed to be permanent. In so far as © 
countries are benefiting from present circumstances, they © 
should, in their own interests, make temporary arrange- | 
ments to increase payments on stock in partial or total 7 
default. More permanent agreements should be held over © 
until the future is less obscure. These arrangements should 7 
be concluded with the assistance of the British Govern- © 
ment, if not by joint agreement between the Governments | 
of the lending countries. The time is past when mere re- 7 
presentatives of the individual bondholder can hope to © 
extract reasonable terms from an unwilling debtor, who 7 
will certainly wish to use his bargaining power to extrac! | 
concessions which are outside the province of either the | 
Council of Foreign Bondholders or a committee of bankers | 
to grant. It is clear that, for Governments as well as for 7 
individuals, means must be provided of reaching a comp | 
sition with creditors. The proper steps would be to estab- © 
lish what the debtor could reasonably pay ; to ensure that 7 
the creditor received this sum, from the debtor or from the ©] 
creditor’s Government ; and, if the latter alternative wert © 
adopted, to insist on some compensatory concession to th: J 
creditor’s country. Neither the lending country nor the “| 
individual creditor should be expected to make concessions 7% 
for the benefit of others, beyond what is rendered neces: | 
sary by the clearly established limitations of the debtors | 
power to pay. Further, as between one creditor and anothet, 7 
due importance must be given to the terms of the loan. | 
Any other practice can only lead to the demand for a high © 
rate on all loans, however secured. 
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Far Eastern Reconstruction 


_ Commenting on the article, Rubber Share Possib'litics 
which appeared in The Economist of November 14th, 2 | 
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REPUBLIC OF CHILE 





SERVICE OF THE EXTERNAL DEBT RELATING TO THE 
YEAR 1942 (LAW No. 5580, 31st JANUARY, 1935) 





The Caja Autonoma de Amortizacion de la Deuda Publica de la Republica de 
Chile, in accordance with the provisions of Article 6 of the Regulations of Law No. 
5580 of 3ist January, 1935, approved by Supreme Decree No. 3837 of 24th October, 
1938, declares that in the year 1942 it has received the following revenues :— 





Profits of the Chilean Nitrate & Iodine Sales Corporation ... $2,660,900.09 
Income-tax of the Fourth Category and'additional tax on the 
Copper Companies woe wi = sil ia je $7,305,409. 19 
Quota of the duties on petroleum for the Nitrate Industry 
(Article 7 of Law No. 6155 of 6th January, 1938) Soon $ 60,749.40 
Quota of the duties on petroleum for the Copper Companies 
(Article 7 of Law No. 6155 of 6th January, 1938) i $ 109,086.14 
Total +e ra a $10,136,144.82 





Fifty per cent. of this revenue, or the sum of $5,068,072.41, will be applied to 
the payment of interest at the rate of U.S.$1.68 per hundred dollars nominal capital, 
$0.3948 per hundred Swiss Francs nominal capital and £1 13s. 7.2d. per hundred 
pounds nominal capital. 

By reason of the suspension of exchange operations in most of the foreign markets 
on account of the war, it has been impossible this year to make the conversions 
necessary to provide in Swiss Francs the sums required for the service of the bonds 
denominated in that currency. The Caja has accordingly been obliged to state in 
U.S. Dollars the rate of interest to be paid to the holders of these bonds and to 
maintain in that currency the funds required to cover such interest payments. 

Out of the remaining 50 per cent. of the revenue received, bonds have been 
redeemed to the nominal amount of U.S.82,659,000, Sw.Fes.8,000 and £18,100, and 
have been withdrawn from circulation. 

After making the above-mentioned redemptions, the balances of bonds of the 
External Debt are as follows : 

£27,743,071 
U.S. $164,436,500 
Sw.les. 108,672,500 

The last-named balance has been further reduced” by Sw.Fes.10,000. This 
reduction corresponds to Swiss Franc Bonds redeemed extraordinarily by the 
Municipality of Santiago in the year 1942. Deducting this amount from the figures 
given above, the actual balances of bonds of the External Debt in circulation are 
as follows :— 


£27,743,071 

U.S. $164,436,500 

Sw.Fcs.108,662,500 
SANTIAGO, CHILE. 29th December, 1942. 
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correspondent puts forward a suggestion which appears to 
call for consideration. This is for the formation of 


a Malayan Rubber Reconstruction Board which will act 
as agent for the Government in assisting the rubber producing 
companies to start up again when war ceases. 


He goes on to suggest that what will really be required is, 
not money, but machinery, foodstuffs and raw materials, 
all of which will be in short supply and will require priority 
permits, to obtain which it will be essential to make out a 
strong case. It may be recalled that the reply of the Colonial 
Office to the Joint Committee of Eastern interests, dealt 
with in The Economist of December 12th, gave some indi- 
cations as to official intentions with regard to compensa- 
tion. Our correspondent reads these to mean that the 
authorities will be prepared to help those who help them- 
selves. There is a great deal in that interpretation, but it 
does not, perhaps, sufficiently stress two aspects of the 
situation: that the British Government will not be able to 
plan reconstruction within the Empire in isolation from 
external considerations, and that no money is likely to be 
available (at least in the first instance) except for the 
execution of projects, whether they are new departures or 
rehabilitation, which will make a direct contribution to 
the general plan of reconstruction. Any body set up to 
deal with this situation must first know whether it is to 
attempt to salve the whole of the industry and what con- 
ditions are to be attached to the receipt of compensation. 
Certainly every attempt should be made, both to form a 
series of plans adapted to different stages of rehabilitation 
and to press the authorities to push forward with negoti- 
ations for a comprehensive scheme, or at least a set of 
general principles, for dealing with post-war problems of re- 
habilitation. Something, but not enough, is being done 
already. If the rubber industry, or any other, can help to ex- 
pedite the. work, they will have deserved well of their 
fellows, but they must be prepared to find that their receipts 
will be limited to the bare minimum which is, at any stage, 
necessary to implement the general plan. 


* * * 


EPT and Borrowed Money 


The anomalies of EPT are endiess, and it is not sur- 
prising to find that some three-quarters of a memorandum 
addressed by the Institute of Chartered Accountants to the 
Board of Inland Revenue deals with some of these. One of 
the points taken up has been causing a good deal of 
comment in investment circles of late, namely the treatment 
of borrowed money for purposes of the tax. In the first 
instance, borrowed money did not count as capital, but in 
1941 a new rule was passed, having retrospective action, 
which allowed expenditure for capital, and other, purposes, 
financed by borrowing, to rank, with the result that per- 
missible profits were increased by 8 or-10 per cent of the 
borrowing, less whatever interest was paid. Recently, stocks 
have started to run down in a number of instances, either 
because the Government carries them, or because, at the 
moment, they simply do not exist. The borrowing is pro- 
bably reduced as a result and the permissible profits fall. 
The Institute maintains that firms should be allowed to 
choose, once and for all, whether they will have borrowings 
treated as capital or not, or, alternatively, that the deduction 
from the standard applied to repayments should be the rate 
of interest paid, not the rate of 8 or Io per cent, as the case 
may be. They support this argument by saying that, after 
the reduction in borrowing, the capital sunk in the business 
is precisely the same as before, Is this in fact quite true? 
The fixed assets remain unaffected and the net amount of 
Hoating assets is also unchanged. But insofar as any doubt 
existed as to the floating assets realising their full balahce- 
sheet value, the company’s position is improved. If the 
company were working purely on Government account, and 
it had a guarantee against any loss sustained by a large 
increase in stock-in-trade and work in progress, its position 
is perhaps unchanged. But, under such circumstances, it is 
not very clear why the company should be permitted to 
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retain, say, 8 per cent when it in fact probably pays je, 
than 4 per cent. Under conditions of a reasonably fre, 
market, security prices adjust themselves to the degree g 
risk run, but it is symptomatic of a.controlled economy th; 
such adjustments only come about very slowly. In the cay 
of EPT, virtually no attempt has been made—in contra, 
to the EPD legislation—to take cognisance of this funda. 
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mental difference between various sets of circumstances j, 7) 


determining permissible profits. 


*x x x 


‘««U-Boats ’’ Issue 


Following on the clear indication given jp the recen; 4 


report, the board of United British Oilfields of Trinidag 7 


now announce the necessity of raising additional money y 


finance the expansion in production. It has been decided. | 
probably wisely, that the money shall be raised by a deben. 7 
ture issue. The company will issue at par a 25-year stock 


ih ag 
pie ANE ELNS 


carrying interest at 5 per cent. The directors wished to offer. © 
this stock to ordinary shareholders, but permission was only © 


granted by the Treasury on condition that there should k | 


no public issue, and that no application for permission » 
deal should be sought. In the circumstances, the whok © 
sum is to be provided by Anglo-Saxon Petroleum, a sub 7 
sidiary of the Royal Dutch-Shell group, which alread; | 
owns the whole of the preference capital, and manages the © 
commercial affairs of “ U-Boats.” It is not at all clear tha © 
the position thus created is desirable from the standpoint | 
of the ordinary shareholder, but the assumption of the | 
market, that the issue of debentures will mean a corre. 7 


sponding cut in ordinary dividend, does not seem to be © 
justified, since the company will, presumably, receive an © 


adjustment of its EPT standard. The decision of th © 
Treasury shows that no progress has been made from the © 


extreme point of view which has been so often criticised 
in the past. To prevent the public from acquiring the new 
debentures will not persuade a single investor who was 
looking for 5 per cent to put his money into gilt-edged at 

per cent or less. If the Anglo-Saxon is borrowing money to 
take up the debentures, that is inflationary finance, which 
Should be discouraged in institutions as well as in indi 
viduals. If it sells Funds to raise the money, it spoils the 


gilt-edged market, and if it sells anything else, the position | 


Pee 


is the same as if the public had subscribed to the new © 


issue. One would suppose that Treasury pressure might be 4 
more easily applied to this company to hold the Funds 7 


than to the investing public. The prohibition seems point 


less—if not harmful—from the standpoint of the Treasury. 


unless it is deliberately aimed at reducing the liquid © 


resources of industrial undertakings. 
* * * 


Exit Inscribed Stock 


Among the first of the casualties of this war was th 
suspension of the practice of inscribing stock at the Bank 


of England. Before the now general form of registration 
was known, it was the practice for the buyer of Govern: | 


ment stock to have his holding inscribed at the Bank of 
England, with the result that it could only be transferred 
out of the holder’s name, either by a personal visit to th 
Bank, attended by someone personally known to that insti- 


tution, if the holder was not known, or by granting 3 
power of attorney to some known person. Both of these © 
methods have for many years been felt to be intolerably © 


cumbersome and wasteful of time, while, with the transfet 
of the relevant department of the Bank to the country, the 


former, at least, became impracticable. This method was, 
therefore, 


of title was his signature at the Bank, while the holder of 
deed stock possessed a physical certificate of title. Certif- 


cates are only to be issued to holders of inscribed stock 00 3 
application, and this may cause some minor problems for | 


brokers, but it is impossible t a 
a practice tg © regret the disappearance 


which was no longer justified. The same dos | 


suspended for the duration, so e sole 4 
effect of the new regulations, issued last tt lon a 
ing effective in the early future, is that registration by ~ 
inscription is abolished for good, the inscribed registe! — 
being amalgamated with the deed register. In practice, the — 
holder of inscribed stock held no certificate. The evidence E 


pene 


ra 


not, of course, apply to the suspension of the right to hold | 

vernment securities in bearer form, which was suU* 
pended in order to make more difficult transfer to encm! | 
hands. This is such a nuisance to brokers and the monty 


market that it is not likely to be in times | 
of Andck y to tolerated except in um ‘ 
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Company Notes 


aleigh Cycle Accounts 


After inclusion of £123 against £3,539, profit on sale of 
psolete plant, the accounts of Raleigh Cycle Company 
how an increase in total profits for the year to August 9th 
st from £596,982 to £621,517. Depreciation is some 
11,000 higher at £131,581, while there is a charge of £7,557 
painst £16,128, for war damage and of £273,171, against 
250,710, for income-tax, so that equity earnings are 
ather lower at £207,658, against £208,036. The total 
ayment for the year is reduced by 1} per cent, tax free, 
D 32 per cent, tax free. The transfer to general reserve is, 
owever, raised from £40,000 to £65,000, while £25,000, 
gainst nil, is allocated to staff pensions. These transfers, 
nd the increase in the carry forward from £377,330 to 
382,423, are financed in large measure by bringing in 
44,347, reserve for doubtful debts no longer required. In 
pite of the reduction in dividend distributed, the holding 
ompany shows a rise in income from £155,824 to £157,048, 
ue to its later accounting date, November 3oth. Thus, 
come is made up principally of the second interim and 
nal payments of the operating concern for 1941-42 and of 
e first interim for the current period, 1942-43. These 
nterims were both unchanged, and the final actually raised 
by 4 per cent, free of tax. The reduction is between the first 
interim of the operating company in 1940-41 and the 
suing year. The total equity payment of Raleigh Cycle 
oldings, unchanged at 20 per cent, is underearned by 0.1 
gainst 0.2 per cent, but the carry forward is raised from 
2,126 to £2,772 after bringing in tax recoverable. The 
balance-sheet of the operating concern displays the ex- 
pected signs of expanded turnover. The most substantial 
rise is that in cash holdings and tax reserve certificates, 
rom £87,517 to £900,347. The directors state that tax 
eserve of £378,426, against £386,501, includes a substantial 
Provision for future liability. Sir Harold Bowden, the chair- 
an, “ints out that the expansion in turnover is under- 
tated u. terms of value on account of further reductions 
n Govern. *nt contract prices. The output of cycles and 
pther peace-time products has been again cut down, 
though production as a whole reached new record levels. 
e £1 ordinary shares of Raleigh Cycle Holdings at 
8s. 6d., ex dividend, yield £5 16s. 9d. per cent. 


* * * 


nited Railways of the Havana 


The latest accounts of United Railways of the Havana 
and Regla Warehouses show str: ng improvements in both 
gross and net receipts. Total working revenue rose from 
£1,353,139 to £1,817,002, while working expenses increased 
by only some £210,000 to £1,585,363. Thus, the expense 
ratio declined from 101.72 to 87.25, and for the first time 
in the last decade the company has realised a working profit. 
After inclusion of £60,753 against £3,101 exchange profit 
sand of income from investments, there is £302,503 against 
£6,508 available for interest. The chairman, Mr Arthur G. 
Hunt, is able to state that with the expiry on January 1, 
943, of the moratorium governing the liability under the 
affic agreement of the United Railways to the Havana 
erminal Railroad Company, the United Company is able 


Industry 


industry’s Task 


The past year has witnessed a further improvement in 
total industrial production ; fighting equipment has been 
produced in substantially greater volume than in 1941 ; 
supplies of goods for civilian consumption have been cut 
near the bone. On the whole, raw material supplies have 
been fairly well maintained, in spite of specific shortages ; 
the manpower in war industry, too, has been further in- 
creased, in spite of the growth of the armed forces. The 
year 1943 may test Great Britain’s fighting and producing 
capacity to the full. The fighting services will need every 
piece of equipment they can get; the wastage is likely to 
be heavy. It is up to British industry, workers and manage- 
ments, to make a still greater effort, to secure a further sub- 
stantial increase in the production of the tools of war, not 
so much by working longer hours as by a more intelligent 
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to meet all past obligations and expects to meet all future 
sums as they fall due. This is a big step forward, although 
there is little prospect that the scheme of arrangement with 
stockholders, which expires next October, can also be 
dispensed with. Despite the necessity to provide £110,000 
for income tax reserve last year, the accumulated deficit 
rose by only £811,586 to £12,106,692, against £2,066,081 
a year ago, of which just over £1,000,000 was due to losses. 
on requisitioned securities. The improvement in earning 
capacity is a direct result of war conditions, which have 
raised the United States’ demand for Cuban sugar since 
the enemy occupation of Java and the Philippines and have 
decreased the amount of road competition. On the other 
hand, costs have tended to rise—in particular the cost of 
fuel oil jumped by 150 per cent in the past twelve months 
—and there is some doubt as to whether adequate fuel 
supplies will be available. The company will have the benefit 
of higher rates for the whole of the current period, instead 
of for only seven months in 1941-42, but it remains doubtful 
whether the directors can hope to do more than wipe off 
the debtor carry forward while the war boom lasts. The 
5 per cent debentures of 1906 rose on the publication of 
the accounts and now stand at 48. 


* * + 


Mufulira Dividend 


The resumption of the Mufulira dividend for the year 
to June 30th last with a payment of 11} per cent, less tax 
at 5s., against nil, the same as in 1939-40, was welcomed 
by the market, but the accounts do not indicate any 
recovery in net earnings. Operating expenses rose ahead 
of copper sales and stock, so that gross operating profits 
were actually reduced from £1,925,257 to £1,841,961, and 
total profits amount to £1,859,129 against £1,941,909. De- 
preciation receives the customary £130,000, and there is 
a reduction in tax provision from £1,455,000 to £1,350,000, 
so that equity earnings are increased from £310,618 to 
£337,696. The drop in tax liability is due to the concessions 
on wasting assets under EPT, which amount to approxi- 
mately £70,000 per annum for the company. With arrears 
the relief taken into account in 1941-42 is some £120,000, 
so that there is a further non-recurring assistance to current 
distributable profits in this figure. Even with this assistance, 
profit is insufficient to cover the ordinary dividend, the 
earned rate amounting to only 9.2 per cent. The carry 
forward is, however, reduced only from £129,040 to 
£127,744, after the transfer of £50,000 against £311,209 
to general reserve, through inclusion of £123,507, adjust- 
ment of the sales of a previous year. The balance sheet 
shows an essentially sound liquid position, with a rise in 
surplus liquid assets from £887,409 to £922,904. There are 
substantial rises in both creditors and debtors, and stocks 
of all sorts are well maintained. Mr Chester Beatty, the 
chairman, points out, however, that the incidence of UK 
and Northern Rhodesian EPT is preventing the concern 
from accumulating liquid resources considered adequate for 
reconstruction. He emphasises the fact that the mine is, 
in fact, being forced to exploit diminishing assets for 
virtually no cash return and also to expend moneys on 
installing additional equipment which may subsequently 
become redundant. From the operational standpoint, the 
year appears to have been satisfactory. 


and Trade 


use of manpower, machinery and raw materials. None of 
the three ingredients’ is now capable of being substantially 
augmented in quantity ; manpower, machinery and raw 
materials must all be made to go further, to yield more and 
better weapons. The plans are made ; it is the speed of 
execution that matters. 


* * s 


‘Capacity Exchanges 


The November issue of the Production and Engineer- 
ing Bulletin, issued by the Ministries of Labour and Pro- 
duction, contains an interesting description of the regional 
and district capacity offices, Their work is important, for 
they have been set up to assist regional boards in their task 
of ensuring that the most efficient use is made of the 
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productive resources in their areas. To do their work effi- 
ciently, the capacity offices must have full and up-to-date 
knowiedge of the productive resources in their areas ; they 
must be able swiftiy to detect idle and overloaded capacity, 
to help to prevent both, and to ensure the even distrinution 
of load. The offices are not concerned with capacity 
aesigned for the production of one particular product, and 
with capacity employed for long periods on contunuation 
orders of a specialised nature, but with the wide range of 
general engineering work, comprising the whole field of 
sub-contracung, and with non-contsnuous main contracts. 
The capacity office records group all the firms potentially 
suitable for specific work, and, equally important, they 
disclose which firms are already heavily loaded, thus 
making it possible for new work to be directed to the more 
lightly loaded concerns. Regional capacity offices are 
located at each of the twelve regional headquarters in 
Belfast, Birmingham, Bristol, Cambridge, Cardiff, Glasgow, 
London, Manchester, Newcastle-on-Tyne, Nottungham, 
Reading and Sheffield. Since the areas covered by tne 
regional capacity offices are often too big for the efficient 
operation of the scheme, they have been divided into dis- 
tricts ; in many of these, district capacity offices have been 
set up and others will shortly be opened. The value of these 
capacity exchanges has already been proved, but their effici- 
ency still varies a good deal and they are not yet being used 
as much as they should be, if they are to function efficiently. 


*x * * 


A Million for Coal Research 


A new programme of research was announced by Sir 
Evan Williams at the fifth annual general meeting of the 
British Coal Utilisation Research Association, on Decem- 
ber 17th. The association has, in a sense, served its ap- 
prenticeship, and the opposition which met its formation 
has died away. No better proof is needed than its new 
programme. Its expenditure has grown from £25,000 a year 
to £75,000, and for the next five years it will leap to 
£200,000 a year, which will be provided by the Govern- 
ment, the Mining Association, and manufacturers of coal- 
burning equipment. Sir Evan Williams declared that— 

ab) it is essential that the coal we produce should be 
turned to the greatest possible advantage, both as a fuel and 
as a raw material of industry. For this we need research 
boldly conceived and executed with vigour, 
About 70 per cent of potential coal energy is lost in its 
use as fuel ; the figure was as high as 85 per cent 30 years 
ago. To raise average efficiency to 45 per cent would repre- 
sent a saving of about £60 millions a year and would be 
an outstanding return for the million spent on research. 
The new research programme embraces the use of coal as 
a raw material by the chemical industry. The coal industry 
has still a basic role in economic life, and it is not inappro- 
priate that the mew research scheme is the largest ever 
undertaken by industry. 


* * * 


Concentration of Soft Drinks 


Concentration has reached the soft drinks industry ; 
the process is being carried out by the Ministry of Food. 
The objects are similar to that of any concentration scheme, 
namely the saving of manpower, transport and factory 
space. The scheme proposed by the soft drinks industry’s 
War-Time Association, with the approval of the Ministry 
of Food, is, in many respects, more drastic than other 
schemes. It proposes the complete pooling of the industry, 
the taking over of the management of the industry by the 
War Time Association and the abolition of labels, brands 
and the identity of trading firms. The War Time Associa- 
tion has formed itself into a limited company and intends, 
with the Ministry of Food’s authority, to take over the 
whole industry, and to share out all the profits among the 
closed and operating firms. The abolition of labels and 
brands was also designed to safeguard the interests of the 
closed firms, that is to ensure that the operating firms should 
not be able to expand by taking over the goodwill of a 
closed firm. While the principles of safeguarding the closed 
firms and of profit sharing are sound and equitable, less 
drastic measures might, perhaps, have achieved the same 
ends. Compensation could have been arranged by raising 


a levy on the operating firms as is done in many other in- - 


dustries ; and it is argued by some closed-down firms that 
it could be arranged fro a quota of the goods still being 
produced to be supplied by the operating firms with the 
name and brand of the closed ones. This, it is said, would 
involve little loss of labour or of any other resources. 
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since it is quite easy to change labels on different bottles, 
The scheme'has not yet been approved by the trade and 
strong opposition is expected. In the meantime, the Ministry 
of Food has already issued an order forbidding the use of 
trade marks or branded marks on any soft drinks and from 
January 1st, all soft drinks including fruit juices and 
squashes have been labelled with a national label, and the 
high quality products will be brought down to the lowes, 
level of squashes or drinks produced in the trade. 


* * * 


The Co-operative Position 


The turnover of the Co-operative Wholesale Society 
has reached nearly £3 millions per week, helped by the 
release of grocery and provision supplies effected by the 
Points Rationing Scheme in November, 1941. The sales 
for the, 39 weeks ended October 10, 1942 were £114,393,669, 
an increase of 10} per cent. To this the increase of 
£10,493,519 in groceries and provisions, bringing the sales 
of that section to £84,975,784 has largely contributed. Turn- 
over in the drapery and men’s wear departments aggre- 
gated £6,646,034, an improvement due to the more equit- 
able system of allocating supplies and the institution of 
coupon rationing. Substantial decreases were recorded in 
boots and shoes and the furnishing and hardware depart- 
ments. Sales to the Ministry of Food were reduced by Io 
per cent to £2,892,397. There was a slight increase in the 
turnover of the contracts department, which rose ww 
£2,905,629 ; but a decline of 8 per cent in the agricultural 
department lowered its return to £2,251,340. Sales of milk 
totalled £8,083,484 and of meat £8,957,622. From the pro- 
ductive works of the CWS the supplies were £34,666,892, 
an increase of 23 per cent. Two-thirds of this total was 
provided by the works responsible for preserves, soap, 
tobacco, flour, margarine, drugs and confectionery, and the 
creameries, the supplies from the latter being £5,061,545. 
All the textile works had lessened output. The directors 
continue to press for the removal of the purchase tax upon 
essential domestic requirements and are preparing plans 
for post-war development of productive efforts to lessen 
the dependence on outside manufacturers for supplies. At 
the forthcoming business meeting a proposal will be made 
to raise the salaries of the 28 directors and 4 auditors to 
£1,000 a year, rising to a maximum of £1,250. Amend- 
ments to the rules governing their election are being sub- 
mitted by societies on the North East Coast to substitute 
district representation for the present national election. 


o> e. . * 
Cotton Industry Organisation 


During the past few weeks, trade organisations in 
Lancashire have given careful consideration to the ques- 
tionnaire on the present and future organisation and’ direc- 
tion of the cotton industry sent out by the Cotton Industry 
Conference, which was formed under the auspices of the 
Manchester Chamber of Commerce. The Council of the 
Cotton and Rayon Merchants’ Association, writes a cor- 
respondent, has sent to members a memorandum giving 
its views about the reply which should be given, but this 
has been done to stimulate thought and not with the 
idea of pre-judging the views of members. The memoran- 
dum points out that the Cotton Control is exclusively 
concerned with war problems, and might, unless the great- 
est Care is exercised, injure the permanent welfare of the 
industry by natural zeal for achieving its immediate objec- 
tive. (It is not made clear whether the inference is therc- 
fore that the Control should be less war-minded, but this 
surely is the astounding and wholly unjustifiable implica- 
tion.) It is held to be essential that there should be oppor- 
tunity for supervision by some other body having a wider 
outlook and less temporary interests, and it is suggested 
that the activities of the Cotton Control should be placed 
under the general supervision of a representative Cotton 
Board. With regard to the future the Council favours 2 
central co-ordinating body, such as a Cotton Board, and 
states that it is undesirable to delay the establishment of 4 
representative body until the actual termination of hostili- 
ties. The Council is against statutory authority being give? 
to any Board as it deprecates any suggestion that the 
authority of Parliament as the guardian of the national in- 
terests should be impaired. The Council favours election 
to the Board by each organisation of the industry and 
Suggests that there should be 16 members. It is urged tha! 
the chairman should be elected by the Board from amongst 
its Own members and that the costs of administration shou!< 
be derived fron: the trade and not from public funds. 
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OMPANY MEETINGS 





OTTOMAN 


THE ECONOMIST 


BANK 


BRITAIN’S GROWING TRADE WITH TURKEY 
DEPOSITS INCREASED BY £8,000,000 
SIR HERBERT LAWRENCE’S ADDRESS 


The annual general meeting of share- 
olders of the Ottoman Bank was held, 
n the 23rd ultimo, at Winchester House, 
Yid Broad Street, London, E.C. 

General the Hon. Sir Herbert A. Law- 
rence, G.C.B., presided. _ 

Mr W. Stewart McKim (secretary to 
the London committee) having read the 
motice convening the meeting, 

The chairman said: Ladies and gentle- 
men, I am informed that the requisite 
mumber of shareholders with the necessary 
shareholding are present or represented 
in acoordance with the requirements of 
our statutes. The report and accounts 
ave been circulated among you and I 
presume it will be your pleasure that they 
be taken as read. (Hear, hear.) 

This year our meeting takes place even 
ater than it did last year, the reason being, 
now as then, the delay in communications 
a the countries where we are estab- 
lished. 

Before giving you a very brief résumé of the 
-onditions which have affected our working 
in those various countries, I will make 
some comments on the accounts now be- 
fore you, and on the result of the year’s 
working. 


LIQUIDITY WELL MAINTAINED 


The total of the balance-sheet shows a 
considerable increase over the correspond- 
ng total in 1940, being £36,584,755, as 
against £28,749,583. Liquidity, as is our 
ormal custom, has been well maintained. 
_ As regards our assets and liabilities in 
French francs, they have been included in 

e balance-sheet at the rate of 176.50, the 
rate ruling when communications were 
severed. For our Greek branch, Thessa- 
lonika, we have, in the absence of the usual 
figures at the end of 1941, included 
those of December 31, 1940. The Greek 
figures are, however, small, and the French 


ably less than 10 per cent. of the whole. 
Needless to say, no profits from our French 
and Greek offices have been included in 
ur profit and loss account. 

There were, during the year, appreciable 
profits which, owing to exchange restric- 
uons, cannot be remitted into sterling 
and therefore are not included in our 
results for 1941. Our reserves to meet 
Huture comtingencies are strengthened by 
the extent of those unremitted sums. 


THE AVAILABLE BALANCE 


_ The profit and loss account, after pro- 
‘iding for all known bad and doubtful 
ema an available balance for the 
year 3751 3s. 5d., representing only 
hose results which have actually ny or 
an without hindrance be, remitted into 
he currency of our balance-sheet. This 
balance, added to the amount brought for- 
vard, shows a total available of 
4.208,035 §s. 4d. but the committee again 
Ho not r the distribution of a 
llividend, 

It is still impossible to estimate the 
value of assets in France or in Greece, So 
ar as French francs are concerned, the 
situation, as I mentioned last year, is 
avourable from the exchange point of 
ew, Our assets in that currency not 
xceeding our liabilities. In Greece the 
Position is the reverse, but the amount 
volved is not important. 

However, the exchange risk is but one 
bf the factors involved and, al exist- 


, though 
Ng provisions afford a considerable shield 
Gainst such losses as may arise, the com- 
mittee feel it right to recommend that the 
csources of ¢he bank be conserved by 


’ siderably. 


carrying forward the sum of £208,035 to 
which { have just referred. Our deposits 
have continued to increase, being eight 
millions sterling greater than the year 
before. 

On the assets side of our balance-sheet, 
I would direct your attention to the in- 
crease of money at call and notice by 
41,400,000 and bills receivable by over 
43,000,000, the latter increase being due 
mainly to larger holdings of British and 
Turkish Treasury Bills. 


WAR'S EFFECT ON TURKISH TRADE 


Turkey remained at peace, but natur- 
ally the war, which by the end of 1941 
had become world-wide, had considerable 
effects on both her external and her in- 
ternal trade. The interruption of sea com- 
munications, the necessity of maintaining 
the armed forces in a state of preparation 
to meet any eventuality, added to a poor 
cereal crop caused by unfavourable 
weather, induced the Government to in- 
troduce certain measures, such as the re- 
quisition of foodstuffs, the fixing of prices, 
and the issue of ration cards, in order to 
overcome difficulties in feeding the popu- 
lation. 

Industrial production remained at ap- 
proximately its previous level, but was in 
most cases insufficient to meet the needs of 
the country and, importation presenting 
difficulties, there was a decided shortage of 
many articles and prices rose very con- 
A feature of Turkey’s external 
trade was the increasing importance of her 
commercial exchanges with Great Britain, 
facilitated by the extensive operations of 
the United Kingdom Commercial Cor- 
poration, Limited. 

To meet increasing expenses new taxa- 
tion was imposed and funds were raised 
by the issue of bills and bonds, which were 
readily subscribed by the public. Indeed, 
the shortage of goods led to a demand for 
investments in stocks and land, both of 
which showed considerable rises in prices. 
Our branches in Turkey showed quite 
satisfactory working results, but, as be- 
fore, it was not possible to remit the profits 
they made. Our relations with the 
Turkish Government, its departments, and 
the other banks continued most satisfac- 
tory. 


BRITISH EXPENDITURE IN EGYPT 


In Egypt the economic situation was 
marked by increasing expenditure and in- 
creasing taxation, also by a considerable 
rise in the cost of living, but although it 
was only possible to export a portion of 
the cotton crop, the country benefited by 
the large sums expended there by the 
British forces. The British and Egyptian 
Governments jointly purchased the 1941- 
42 cotton crop, and a loan of 10,000,000 
Egyptian pounds at 4} per cent. was 
issued by the Egyptian Government in 
December, 1941, for the purpose of finan- 
cing their share. This issue was fully sub- 
scribed. December also saw the issue of 
LEg.500,000 Treasury Bills, the first instal- 
ment of a total of LEg.3,000,000 to be 
offered at the rate of LEg.s00,000 monthly, 
and for these too there was a ready 
demand. 

Imports increased from LEg.31,378,000 
to LEg.33,127,000, and the business 
of the banks’. benefited from this 
increase. However, towards the end of 
the year, a quota system was initiated, 
which has since reduced imports very con- 
siderably. . : 

Whilst deposits increased substantially, 
the demand for bank advances decreased; 
but our branches were very active and 
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showed very satisfactory results. Two new 
offices were opened during the year, at 
Geneifa and Port Tewfik, to meet the re- 
quirements of the military authorities in 
the Canal Zone. - 


SITUATION IN_ IRAQ 


In the early part of the year business 
in Iraq was on a somewhat reduced scale 
owing to the shortage of shipping space 
and the increasingly uneasy political situa- 
tion, which led to the rebellion in May, 
1941. British banks were then declared 
in liquidation by the rebel administration, 
but resumed operations the next month, 
after suppression of the revolt. There was 
then an acute shortage of currency until 
emergency notes were printed in India 
and brought in to relieve the situation. 

The entry of British troops and their 
large expenditure in the country !ed to a 
large increase in the currency circulation 
and to a marked increase in the cost of 
living. Banking business was satisfactory 
after the suppression of the revolt, but the 
demands on the banks for finance 
diminished. 

The date season was satisfactory, though 
not so good as in the previous year. Wool 
exports were. restricted by shipping diffi- 
culties, while exports of livestock to Pales- 
tine. were checked in the period from May 
to November, during which Iraq was ex- 
cluded from the sterling area. A system of 
import licensing was introduced to ensure 
priority for essentials and to make the 
best use of shipping space available. 


IRAN, PALESTINE AND CYPRUS 


In Iran the establishment of a demo- 
cratic Government, following the entry of 
British and Russian troops, has led to the 
reduction of many of the artificial trade 
barriers previously created. Many of the 
State monopolies are being gradually 
eliminated and control over exchange and 
trade considerably eased. 

There was considerable commercial 
activity in Palestine, and here too im- 
portant sums were expended by the 
military authorities. There was a steady 
demand for commodities, and prices rose 
to high levels. 

The citrus trade, except for local sales, 
was practically dead through lack of 
shipping facilities. The assistance ex- 
tended to the citrus growers by the banks, 
with Government guarantee, which I men- 
tioned last year, was repeated. This has 
enabled the best citrus groves to be kept 
under cultivation, for the future benefit 
of the country. Income tax was intro- 
duced during the year. 

Cyprus suffered from a very bad year 
for agriculture, owing to severe drought. 
The olive crop was the lowest on record, 
wheat produced only about 40 per cent. 
of the average, and potatoes, caroubs _and 
grapes were also disappointing. The citrus 
industry suffered severely, for the drought 
was followed in the winter by frost and 
cold winds, which the trees had _ little 
strength to resist. Consequently the island 
did not have a very prosperous year, but 
matters have since improved. 


EUROPEAN COUNTRIES 


With the Banque Franco-Serbe we are, 
of course, still out of touch, while the 
Bank of Roumania and the British-French 
Discount Bank, Limited, are without news 
of their branches in Roumania and Greece 
respectively. : ‘ 

With the members of the committee in 
Paris we still naturally have no contact. 
Two of their number retire under the 
statutes this year, and, subject to the con- 
finement of their activities to France, we 
are informed that no objection is raised in 
this country to their re-election. They are 
Monsieur de Neuflize and Monsieur de 
Thomasson: 


TRIBUTE TO STAFF 


Our staff has been further depleted, 
while banking difficulties have not de- 
creased, and the management and staff, 
both here and abroad, deserve a tribute for 


26 


their loyal exertions, whilst special 
thanks are due to those in the Mediter- 
ranean area for the way they have carried 
on in very difficult conditions during 
recent months. To those in the various 
Forces I know you will wish to convey 
your best wishes. 

I now beg to move, ladies and gentle- 
men: “ That the report and accounts now 
read be received and adopted.” 

Mr A. C. Gladstone seconded the 
resolution, and it was carried unanimously. 

The Chairman then moved the re- 
election of Monsieur Jacques de Neuflize 
and Monsieur Paul de Thomasson as 
members of the general committee. 

This was seconded by Lieutenant- 
Colonel Sir Albert Stern, K.B.E., C.M.E., 
and unanimously approved. 


VOTE OF THANKS 


Mr J. E. Rosselli: Mr Chairman, 
before this meeting disperses I should like 
to express the shareholders’ appreciation 
of the interesting speech which you have 
just made and to tender to you, Mr Chair- 
man, the committee, the management and 
the staff our warmest thanks for the great 
services which you and they have ren- 
dered during the past very difficult year. 
I would ask you to accept not only our 
thanks, but also our congratulations on 
the satisfactory results which you have 
been able to achieve during that period. 
(Applause.) 

Mr Gordon L. Jacobs seconded the vote, 
and it was unanimously accorded. 

The Chairman: I thank you very much. 
The times are very difficult indeed, but 
you may rest assured that the Ottoman 
Bank is in an exceptionally strong financial 
position, and nothing that we can foresee 
need affect that position in any sort of 
way whatever. 

The proceedings then terminated. 





S. SMITH AND SONS (MOTOR 
ACCESSORIES) LIMITED 


STRONG POSITION 


The twenty-eighth ordinary general 
meeting of S. Smith and Sons (Motor 
Accessories), Limited, was held, on the 
31st ultimo, at Cricklewood. 

Mr Walter Henderson-Cleland, M.C., 
a _— n, = yee the balance-sheet 
or the year en ugust I, 1942, again 
showed a strong position. There was a 
small increase in the total of fixed assets 
and a very substantial increase in both 
liabilities and floating assets. There was 
also a large increase in creditors and taxa- 
non reserve, but considering that in their 
1939 balance-sheet floating assets had 
totalled £1,300,000 less than in the present 
one and bearing in mind how little of the 
profit earned today could be retained, it 
was not surprising that their liabilities had 
also very largely increased in order to 
finance their increased turnover. 

The reserve for research, development and 
contingencies was raised at the last meeting 
to £100,000 and they were proposing a 
further increase. That did not represent 
an immediate liability but a provision for 
the expenditure which would be necessary 
in connection with new products when the 
restoration of peace permitted them to 
return to their normal trade activities. 

Notwithstanding an increase in the 
trading profit brought into the profit and 
loss account the net profit was only a few 
hundred pounds up on last year. In order 
to present their accounts in conformity 
with the best modern practice, they pro- 

posed next year to make a change in con- 
nection with the statement of dividends 
and net profits. It was proposed in future 
to show dividends net and the full un- 
relieved tax debit. Had that method been 
adopted in the accounts under review the 
net profit figure would have been £103,439 
as compared with £103,175 last year 
arrived at on a similar basis. 
The report was unanimously adopted. 


THE ECONOMIST 


ASSOCIATED TALKING PICTURES, 
LIMITED 


PROFITS ABSORBED BY E.P.T. 


DIFFICULTY OF CONTINUING AS AN 
OPERATING COMPANY 


MR STEPHEN L. COURTAULD’S SPEECH 


The thirteenth annual general meeting of 
Associated Talking Pictures, Limited, was 
held, on the 30th ultimo, in London, Mr 
Stephen L. Courtauld, M.C., the chairman, 
presiding. k s 

The chairman, in moving the adoption 
of the report and accounts, said: The report 
and balance sheet have now been in your 
hands for some days, and with your per- 
mission I will take them as read. 

Shareholders will doubtless remember 
that at last year’s meeting I explained that 
no production had been embarked upon by 
your company since the completion, in the 
early part of 1941, of its last George Formby 
film. Again, during the year under review, 
no production whatever was carried out by 
your company. In this respect shareholders 
will doubtless have observed that the 
amount of rather more than £87,000 which 
was shown in the balance sheet at June 30, 
1941, as the amount then invested in pro- 
ductions, has been recovered by your com- 
pany during the year under review, in 
addition to which further revenue has 
flowed to your company from films pro- 
duced in the earlier years. The company’s 
bank overdraft was materially reduced up 
to the date of the balance sheet now before 
you and has since been temporarily ex- 
tinguished. 

As explained to shareholders last year, 
arrangements were then being made, and 
were subsequently finalised, for the oper- 
ations of one of your subsidiary companies, 
Ealing Studios, Limited, to be separately 
financed, thus relieving your company of 
anv responsibility in this respect. Indeed, 

this was vit necessary, since your com- 
pany was not by any means in a position to 
afford any assistance if it were required. 


INCIDENCE OF E.P.T. 


By virtue of these arrangements vour 
company has now been able to relieve itself 
of all manufacturing and current liabilities 
and obligations in this respect and is in, 
what would normally be, the very satis- 
factory position of collecting its revenues 
in a free and unfettered way. There always 
rema‘ns, however, the pressing question of 
taxation, to which your company, in 
common with all others, must contribute its 
just quota. The incidence of Excess Profits 
Tax, however, has hit your company more 
severely than most. Shareholders will re- 
member the unfortunate results which 
attended the operations of the company in 
the vears before April 1939 when this tax 
was first imposed. The history of the com- 
pany during the establishment period cover- 
ing those earlier vears of operation was, in 
any case, regrettable, but in the light of the 
legislative provisions relating to Excess 
Profits Tax it was tragic. 


PROFITS SUBJECT TO 100°, TAX 


Reduced to basic facts, the position of the 
company, as we are at present advised, is 
that any profits accruing to your company 
or its subsidiaries, are virtually subject to 
Excess Profits Tax at 100 per cent, thus 
leaving no balance whatever available for 
the use of the company for reduction of 
indebtedness or operational purposes, other 
than the rebate of 20 per cent of the tax 
which, in certain circumstances, will be 
available to the taxpayer at some undeter- 
mined date after the present war. Putting 
this into figures reveals the following 
position: Your company and its subsidiary 
companies, during the period of four years 
ended June 30, 1942, showed profits 
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totalling approximately £149,000. Exce« 
Profits Tax applies to 3} years out of thy 
period of four years and for only 2} yeax 
has the tax been at the rate of 100 per cen; 



















































TAX LIABILITY £140,000 
IMP 
Nevertheless your directors are at presen: 
advised—but they are mot desirous ¢ | 
accepti that advice as final withow 
further information and opinion—that th 
total liability of the group of companie 
to Excess Profits Tax is estimated x 
£140,000. Even in these days of acute tay- 
ation your directors find it difficult to accep 
this literally. If this estimate of th 
liability should prove to be well founded. 
indeed if it should prove to be even a sub- 
stantial part of this amount, it is difficult 1 ‘ 
see how your company can continue as a 
operating company, or what point ther 
could be in endeavouring so to continue 
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UNFAIR METHOD OF ASSESSMENT 


Since 1938, when very  considerabi j 
changes were made in the production per- | 
sonnel engaged on the manufacture of film 
for your ns ey and for its subsidiar | 
company, Ealing Studios, Limited 
tremendous change has come over bi 
manufacturing operations as a whole, an 
the films which have been produced in 
Ealing Studios have gradually established 
themselves as probably the best consisten' 
output of films in small number of a / 
production enterprise in the country. It is. | 
of course, true that, in the last eighteed | 
months especially, theatre receipts have | 
shown an increase but, on the other hanc. 
manufacturing costs have risen to an ever j 
greater degree. It is a debatable point « 
to what proportion, if any, of the profits 0! 
the companies are due to war tions. 
but it is regrettable that the adverse recor 
of the companies in the earlier years shouk 
now be the means of precluding the con- 
panies from obtaining any current benefi 
ps — their immneneeently Bs 
proved manufacturing operations. ; 
holders will, I am sure, realise that tk 
present position is materially more serv 
for those who have supported the enicr- 
prise over a long period of years with cor 
siderable sums of money by way of bat 
overdraft and otherwise, than it is for t 
shareholders of the company themselvé. 
whose financial stake was virtually lost © 
the very early days of the company: 
operations. 


COMPANY’S POSITION 


Your company is, therefore, in the follo¥ © 
ing position. It owns the residual & = 
ploitation values in all the films product © 
by it in the past, so far as the rights " 7 
those films have not yet expired. The valu | 
to be extracted from these films will be © 7 
the basis of the re-issue of the films whet 
that is possible. Additionally your om | 
pany owns one-half of the share capital “ 
Ealing Studios, Limited, the trading ope” 
ations of which company, although tht! 
have not resulted in a profit up to the da! 
of the present balance sheet, give indicatio® 
of being more satisfactory in the futut 
Your y also owns the whole of 
share capital of Associated British Fie 
Distributors, Limited, the distributing © 
pany. On the other hand your company b* 
a substantial, but at present unascertained 
liability to the I RevenSe for Excts 
Profits Tax, in addition to the lability » 
respect of the £24,000 Debentures whi’ 





































































43 7 january 2, 1943 





o) ppeared on the balance sheet at June 30 
t. In the face of this position it is 
bviously not possible for your company 
» function as an operating company. I 
hould, at this point perhaps, stress that the 
erations which have been carried on in 
hese studios for approximately the last two 
ars have imposed no liability or responsi- 
ility on your company. The company can 
ly be maintained upon the basis of a 
olding company for the assets to which I 
ave referred, unless some steps could be 
hought out whereby the whole structure 
the group of companies were changed. 
this respect I am sure shareholders will 

Exces ppreciate that the present is not by any 

of thi neans an easy time for such an operation, 

2} year though I think I can assume that any 

er cen: proposals in this respect would be welcomed 

; y shareholders. 
IMPORTANCE OF COMPANY’S FILMS 

Presen; 

TOUS 0) Although no financial benefit can accrue, 

withou: all events for some very material time, 

that the at all, shareholders will be interested to 

Mpanie ow that the personnel employed at these 

ated x tudios are representative of the highest 

ute tay- rade of technician in the industry, They 

D accep: omprise men and women who have im- 

of th licit belief in the work they are doing, 

ounded, id of its importance from the national 

1 a sub- iewpoint. They have turned out such 

ficult 1 as “Convoy,” “Ships with Wings,” 

le as an Next of Kin,” “The Foreman went to 

t there France,” and “ Went the Day Well? ”, to 

ontinue name only a few, and their enthusiastic and 

kilful work in these films was based upon 

ENT he firm conviction that in transferring to 

screen the ideals and themes under- 
iderabl: eying such subjects ‘as these they are ful- 
on per gmtilling an urgent function in the national 
of film: terest. So long as we have the skilled 
bsidiar: echnical manpower at present at our dis- 
ited, : (posal, and so long as the prevailing con- 
rer Bx ditions render it in any way possible, it is 
le, and he intention of these studios to continue 
iced in ith the manufacture of films irrespective 
ablished bf the fact that, under the prevailing Excess 
nsisten’ Profits Tax provisions, it cannot prove of 
of ani y present financial gain to your company 

. Tnist t to its subsidiaries. ; 

sighteen i 

shave | TRIBUTE TO STAFF 

r hand. ; 

an ever I think I should be lacking in appreci- 

yoint a Hammeon to those concerned if I did not stress 

rofits 0! ¢ fact that the efforts of your directors, 
ditions. and of the whole of the personnel engaged 

. recor n these studios, have been dedicated since 

- shoul 1938 to the rehabilitation of the company’s 

le cOMm- position, and consequently to the establish- 

benefi ment of something of material value in the 
ly im hands of the shareholders. Success has 

Share: attended those efforts in a very large 

hat the heasure, but the incidence of Excess Profits 

seriou ax has at present totally nullified this 
enter: uccess, 

ith con- The report and accounts were approved 

of bank and unanimously adopted. The chairman 

for th nd Major R, P. er, F.C.A., were 
nselve. inanimously re-elected. ‘ 

lost 

npany’s a 

GOODE DURRANT AND 
MURRAY, LIMITED 

oo The forty-fourth ordinary general meet- 

oduct ing of this company was held, on the 3oth 

ghts i | limo, at Hindhead. 

> value | Mr J. Hewitt (the chairman) said: I must 

1 be on 7 express the great satisfaction it gives me in 

; whet Gammceing able to point to the continued im- 

r COM: | provement im our company’s position. Our 

pital o! "Ma'tading figures have again been satisfactory, 

g oper: and in March last we felt we could safely 

h the! lear off the remaining one year’s arrears of 

he dat: preference dividend still outstanding. 

ications In view of the company’s cash position, 
future our board decided that as the remaining 
of th 111,000 unredeemed Notes fell due for 

h Fin redemption on December 2oth, it was in 

WZ Cum: € company’s best interest to pay off this 

any bas balance. Your directors have also decided 

rae ) —- end the ponent of . aaa 
xoes MH 23 cent. on the ordi ares, an 
lity & your board have every hope a maintaining 

"whic T@the present improved position. 


The report was unanimously adopted. 


THE ECONOMIST 
CARRERAS, LIMITED 


RECORD PROFIT 


The thirty-ninth annual general meetin 
of Carreras, Limited, was held, on the oak 
ultimo, at Arcadia Works, London. 

Sir Edward S. Baron, the chairman and 
managing director, presided. 

The chairman said: 

_ During the year under review several 
important events have occurred which have 
had considerable repercussions on our 
business. In the first place, as a result of 
the extension of the war into the Pacific, 
we have lost some extensive and profitable 
markets, of which the most important was 
that in the Straits Settlements and Malaya, 
and Government restrictions on shipments 
overseas have further curtailed our export 
trade. 

I am pleased to inform you, however, 
that a steady flow of our products has 
reached His Majesty’s Forces in the Middle 
East and elsewhere in large quantities, and 
we have met all the demands made upon 
us in these directions. This also applies 
to supplies for the Royal Navy and the 
Merchant Service as well as all the other 
fighting and defence services which it is 
our privilege and duty to serve. We have 
a special department for dealing with 
parcels for the Red Cross and prisoners of 
war, and the work is increasing as every 
week goes by. Our Canadian subsidiary 
has shown considerable development, and 
its equipment is being taxed to the limit. 
It is proving a great asset in these times, 
as it enables us to supply certain markets 
from which we would otherwise be 
excluded. 

The second occurrence was the un- 
precedented increase of no less than Ios. 
per Ib. in the tobacco duty which was 
imposed in the last Budget. 


CO-OPERATION OF MANUFACTURERS 


The third event to which I wish to make 
reference is the scheme for interchange 
of manufacture voluntarily entered into 
between the principal manufacturers, which 
will enable a considerable saving of trans- 
port to be achieved. Every precaution is 
being taken by all the interests concerned 
to ensure that the particular blends, pro- 
cesses and standards of quality of each 
manufacturer are maintained under the 
new conditions. 

It is my duty to make clear to you that 
the record profit of £3,121,988 has partially 
resulted from advantageous circumstances 
of a non-recurring character. Most of our 
materials used in the past year were pur- 
chased in easier days, and the benefit of 
this is reflected in the accounts before you. 

After providing for depreciation on 4 
generous scale, directors’ fees and super- 
annuation contributions, the net balance 
carried to the appropriation account is 
£3,035,038, and here I should like to 
emphasise the fact that all war damage 
contributions and premiums paid have been 
charged against the profits for the year. 


ALLOCATION OF PROFIT 


From the net profit must be deducted 
£277,477, the amount of dividends, less tax, 
already paid, and no less than £2,459,330 
for provision for taxation. It is proposed 
to pay a final dividend of 15 per cent. on 
all classes of ordinary shares (making 273 
per cent. for the year), which will leave the 
carry forward at the very slightly depleted 
but still quite adequate figure of £306,658. 

With regard to the future, it is, of course, 
impossible to forecast the trend _of events, 
and I must content myself with saying 
that, provided we have no unforeseen set- 
back or dislocation, we should be able to 
present quite favourable results to you in 
a year’s time. Although for reasons which 
I have stated the profit figure may not be 
so high as in the past year, the net amount 
available for dividends, etc., is, in such 
circumstances, unlikely to be greatly 
affected. 

The report and accounts were adopted. 
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TARRAN INDUSTRIES, 
LIMITED 


EXCELLENT RELATIONSHIPS 
WITH MINISTRIES 


The eighth ordinary general meeting of 
Tarran Industries, Limited, was held, on 
the 30th ultimo, at Hull. 

Mr Robert G. Tarran, the chairman, said 
that he desired to clear up the fallacy that 
an organisation engaged 100 per cent. on 
work for Government Departments must of 
necessity make profits. He assured them 
that the contractor could and did sometimes 
lose money in assisting the Government 
and country in the war effort, which was 
obviously wrong. When they considered 
that a basis of fee was allowed on contracts 
of that type of work which did not permit 
them to make a profit or assist in carrying 
the overheads of the organisation, they 
could well understand that the directors 
wer definitely relieved to find the volume 
of those contracts diminishing. 

The net result was that certain of this 
work cost approximately £285,000 net, 
prime cost not including any fee, profit or 
overhead charges against what they were 
offered in settlement by the War Depart- 
ment, £212,000. After discussion the sum 
was increased to £250,000. Subsequently 
the company were faced with the ultimatum 
of accepting £240,000 less than the work 
had cost or a withdrawal of all previous 
offers. The offer was accepted under the 
bitter protest of himself. He was glad to 
assure shareholders, however, that their 
relationship with other Government Depart- 
ments and Ministries was excellent and 
that they were at present engaged by them 
on substantial and important contracts. 


EASING OFF IN CONTRACTS 


The increase in facilities afforded by the 
bank were accounted for and reflected in 
the increased balances under the heading 
of current assets which were almost entirely 
composed of moneys due or expended in 
connection with contracts with Governmeni 
Departments. As was to be expected in 
the fourth year of war there was a general 
easing-off in building and enginering con- 
tracts, but the scheme arranged by the 
Ministry of Works and Planning was one 
which would keep them fully employed 
and on that score he felt the situation to 
be very satisfactory. 

One of the main stabilising features of 
their business was their factory organisation 
for the manufacture of concrete and timber 
products, and the outlook there for the 
future was extremely good. As he saw it, 
the post-war demand for housing, schools, 
hospitals, institutions and municipal build- 
ing was almost limitless and with their 
unique organisation they should un- 
doubtedly play a leading part on such 
construction schemes. With regard to 
post-war building, the activities of the com- 
pany were already bespoken in many parts 
of the country and every effort was being 
made to be if possible better prepared to 
assist the country in peace conditions than 
ever they were for war construction and 
development. Huge schemes of recon- 
struction were being planned by them, and 
with their intimate knowledge of well-tried 
new systems of construction, such as the 
great French Mopini System of prefabri- 
cated concrete units, plus the opportunities 
which would be afforded directly and in- 
directly through their subsidiary, Solid 
Cedar Homes, Limited, which would be 
of great service to the country, he was 
confident that they should achieve a pre- 
eminent position in post-war contracting. 

With their wide experience and knuw- 
ledge of new systems of construction and 
factory organisation and building and civil 
engineering, they were undoubtedly in the 
forefront of all things connected with build- 
ing and civil engineering and building pro- 
ducts, and they were immediately ready to 
factory-produce all the sound types of build- 
ings to meet the domestic demand. 

The report and accounts were adopted. 

A dividend of 7 per cent., making with 
interim dividend 10 per cent. for the year, 
was declared. 


0. annie aver Seer et nip SOS Ses Nl 
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ANTELOPE COPPER 
MINES LIMITED 


CHANGES IN MINING METHODS 


The fifteenth annual general meeting of 
Roan Antelope Copper Mines, Limited, 
was held, on the 31st ultimo, in London. 

Mr A. Chester Beatty (the chairman) 

resided. : 
" The following statement by the chair- 
man was circulated to the stockholders with 
the report and accounts for the year ended 
June 30, 1942: The profit, before providing 
for taxation, is £1,353,145, which compares 
with £1,158,506 in the previous year. The 
amount required to meet the companys 
liabilities for taxation in respect of the year 
under review is £792,000. After transfer- 
ring £190,000 to general reserve and pro- 
viding for the interim and final dividends 
for the year, there remains a balance of 
£171,476 to be carried forward, as against 
£174,879 in the previous year. The two 
dividends for the year, amounting to a total 
of 6d. per unit of stock or share, represent 
a return of §.8 per cent. gross on the total 
sum invested in the business as at 
June 30, 1942. ies ; 

The extension of mining operations has 
brought certain problems which could not 
be met by the mining methods hitherto 
employed. They entail considerable 
changes in the method of mining, and it 
is unfortunate that these changes should 
have become necessary at this stage, as we 
are unable for the time being to make as 
full a contribution to the war effort as we 
anticipated. 

Owing to the complicated nature of taxa- 
tion now existing in the two countries, and 
to other factors brought about by wartime 
conditions, it has become increasingly diffi- 


ROAN 


THE ECONOMIST 


cult to make an estimate of the company's 
distributable profits until some time after 
the end of the financial year. In view of 
this and the depletion of our staff and that 
of the banks through whom dividends are 
paid, the directors have decided until 
further notice not to pay interim dividends. 

The report and accounts were adopted. 


LAKE VIEW AND STAR 
LIMITED 


DIVIDEND OF 37} PER CENT. 


The thirty-second ordinary _ general 
meeting of Lake View and Star,. Limited, 
was held, on the 30th ultimo, in ‘ 
Mr Douglas Christopherson, C.B.E. (the 
chairman), presiding. 

The following are extracts from_ the 
chairman’s statement, which was circulated 
with the report and: accounts for the year 
ended June 30, 1942:—The profit from 
mining operations was £437;771, which 
compares with £459,374 in the previous 
year. In view of the shortage of manpower 
the result must be considered very satis- 
factory. After providing £220,000 for 
British taxation and £36,447 for deprecia- 
tion, there remains a balance of £181,324. 
An interim dividend of 12} per cent. was 
paid in June, and the directors recommend 
the, payment of a final dividend of 25 per 
cent., less tax, making a total distribution 
of 374 per cent. for the year. 

The total development amounted to 
26,485 ft., or just under 11,000 ft. less 
than the preceding year. The most in- 
teresting disclosure on the No. 4 Lode was 
on the 2,900-ft. level in Chaffers, where 
a new ore shoot 650 ft. beyond the main 
shoot was driven on for 147 ft. in 6.4 dwt. 
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ore. The No. 2 Lode has again respond 
well and exposed 771 ft. of 6.1 dwt. og, | 
over 62 ins. out of the total of 1,391 ;, 
driven. Notable amongst the exposurg, | 
made was that on the 2,360-ft. level non) 
drive of Chaffers, which was advanced 1 
a total of 187 ft., averaging 11.3 dwt. ove, 
61 in., whilst in Chaffers at the 1,700-4 
level a south drive advanced 164 ft. in or 
averaging 6.8 dwt. over 63 ins. 

The ore reserve position this year , 
4,200,200 tons showed an imorease of 
69,500 tons and a decrease of 0.12 dwt. pe 
ton. The manzgement’s policy in pay 
years of building up a strong broken o, 
position enables us now to supply the tre. 
ment plant with ore which only require; 
a minimum amount of At the { 
Chaffers plant 596,955 tons, averaging Ve 
4.97 dwt., were treated for an increase 
extraction of 90.5 per cent. In addition, 
840,909 tons of residues, averaging 03: 
dwt. per ton, were treated at the Chaffer 
retreatment plant. Costs for the yea &© 
amounted to 23s. 6.23d. sterling, being an 
increase of 7.78d. over the previous year. 
Milling costs were higher, owing to the 
smaller tonnage treated and the increase | 
cost of supplies. ’ 

You will, I know, understand why, ‘ 
production during the current year has had 
to be reduced, there must inevitably be ; | 
corresponding reduction in the rate of divi- 
dends which we shall be able to pay. We 
hope that this will only be a temporary 
experience, but until the rate of production 
can be increased by the return of the men 
from the Forces we obviously cannot make 
distributions at the same rate as we have 
been able to do during the past eight o: 
nine years. 

The report and accounts were unani- 
mously adopted. , 


Date | 
end 


194) 
» 2 
1947 








RECORDS and STATISTICS 


STOCK EXCHANGES 
London 


Note: all dealings are for cash 


DESPITE the reduced volume of business, 
the favourable course of the war and the 
acute shortage of stock have in the past 
fortnight together occasioned a strong up- 
ward movement, raising The Financial 
News ordinary share index to a new high 
level for the year at 93.7. In particular, 
investment of India moneys and the 
prospect of somewhat similar results from 
the South African vesting have led to a 
considerable improvement in the gilt-edged 
market. Turnover has never been large, but 
the marking up of irredeemable issues was 
persistent, Old Consols rising 1}, with 
useful gains for 3} per cent Conversion and 
War Loan. Of the medium dated stocks, 
the 3 per cent Savings Bonds 1955-65 were 
outstanding with a net rise of %. Short 
dated issues, however, remained quietly 
firm. Some demand for Brazilian loans has 
been apparent in the foreign bond market, 
the 4 per cent issue of 1889 advancing 13 
points. Elsewhere, prices have displayed 
little movement, apart from a sharp marking 
down of Chilean issues on the debt revenue 
statement. Despite strike threats, the home 
rail market witnessed a further improve- 
ment in all sections. LMS and GW 
ordinary were outstanding among the 
equities, while Berwick junior preference 
issues improved. The prior charges 
advanced steadily on prospective invest- 
ment demand. BAGS issues were pro- 
minent among the Argentine rail stocks, 
while the United of Havana debenture 1906 
rose sharply on the year’s results. Else- 
where, Canadian Pacific ordinary showed 
a net gain of #. P 

The improvement in a quiet industrial 
market was restricted to selected issues. 
Brewery shares lost their earlier dullness in 
the current week, but South African 
Breweries failed to recover an earlier fall 
of 1s. 6d. In the motor section, Raleigh 
Cycle Holdings rose 2s. 9d. on the report, 


while substantial gains were recorded for 
Rolls Royce, Thornycroft and Leyland. 
Small advances for Tube Investments and 
John Summers, together with a fall of 
+ for Indian Iron, were the only move- 
ments of note in a quiet heavy industrial 
section. While shipping shares failed to 
attract any attention, textile issues became 
firmer this week, although net changes were 
of little significance. Among stores issues, 
Marks and Spencer “ A” shares fell 1s. 6d., 
but Harrods and Gussies reflected the 
general tone with small improvements. 
Tobacco shares were practically unchanged. 
Elsewhere, Brazilian Traction was outstand- 
ing with a net rise of 2 points, although 
International Nickel fell 3. Sudan Planta- 
tions rose 3s. 6d. on steady enquiry, with 
rather smaller improvements for Murex 
and Dunlop among other leading equities. 

With the resumption of Cape buying 
after the holiday, the kaffir market dis- 
played more firmness. Buyers, however, 
concentrated on Far Western Rand issues, 
the largest gains being recorded for Bly- 
voors and West Wit Areas. Conditions in 
the rubber market, where prices remained 
practically unchanged, were in marked con- 
trast to the persistent enquiry for tea issues. 
Leading issues were marked up steadily, 
Nedeem rising 3s. 6d., Pabbojan and 
Darjeeling 1s. 3d. each. Burmah Oil, with 





‘“*FINANCIAL NEWS” INDICES 




















seg | Bargains | Corer: | _ Security Indices _ 
2 | SE | 1941 | 30 Ord. | 20 Fixed 

: : § | shares* |" Int 

Dec. 17... 3,848 | 2,613 | 92-8 | 133-9 
ae. See 3,705 | 2935 | 92-8 | 133-9 
Saeed: 4811 | 9994 | 92-7 | 133-9 
wis 3550 | 7,992 | 92-8 | 134-1 
“yee 3,427 | 1993 | 93-0 | 134-2 
oe 2,670 93-1 | 134-2 

> BB... Cloned | 907 |. * 
Se cans 12 | 93-7 | 134-1 
wie BRE 3462 | 2530 | 93-7 | 124.1 
a Meriees 3,980 2,661 93-7 134-2 








* July 1, 1935=100. ¢ 1928=100. 80 Ordin 
shares, 1942: highest, 93-5 (Nov. 9):. lowest. 74% 
(Mar.23). 20 Fixed Int., 1942: N . 


t, 135-6 (Apr. 29) 
lowest, 132-2 . 5). is i ist. 
§ Old “ (Jan. 5). t New basis in SE List 


an advance of 4, set the tone in the oil 
market. Activity was slight, small gains 
being registered for Shells and Angh- | 
Iranian. The announcement of the new 
debenture issue by United British Oilfield 
occasioned a fall of 1s. 3d. in the shares 
of the company. 


New York 


A GENERAL lightening of commitments prio: 
to the holiday had little effect on the trend 
of prices, which reached their highest leve! § 
since October, 1941. Trading was very 
active, but after the holiday belated year- 
end tax selling together with fairly gener?! 
profit-taking reduced quotations generally. 
— the undertone remained distinctl! 

rm. 


STANDARD STATISTICS INDICES 
(1935-36 = 100) 
WEEKLY AVERAGES 
































1942 | 
"7 } Dec. Dec. } De 
Low | High 9, 16, 23. 
April | Oct. | 1942 | 1942 | 194 

| 29 | aay 
347 Industrials ....| 62-4 | 77-5 | 77-2 | 78-3 | 80° 
33 Rails .......... 58 4d} 75-4c) 68-1 | 68-5 | 697 
40 Utilities... ..... 53-1 | 67-4 | 64-9 | 64-9 | 64° 
419 Stocks ........| 60-8 75 ‘3c, 74-7 | 75-6 74 
Av. yield %*...... | 8-40 | 5-Tla) §-66 | 5-55 | 5 
* 50 Common Stocks. (c) Nov. 4. (a) June 24. 

(a) Nov. 18. 


DatLy AVERAGE OF 50 Common STOCKS | 





' 
Dec. Dec. Dee, Dec. 


Dec Dee. 
ae Fae | 12 14 


15 16 











9-0 | 95-1 95:3 | 95-5 | 95-7 | 965 


i 


Dec. Dec. Dec, Dec, Dec. De: 
17 18 19 21 22 23 








al — 


98-0 | 98-1 | 98-1 | 98-0 $8-0 | 98° 

















1942 High: 98-5, Dec. 23. Low: 75-2, April 2 
(Continued on page 32) 
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TREASURY BILLS 

















3 (£ millions) Deets, 
Amount ae a, 
Date of | a eS oro 
di | : a 
ound Ofiered Applied! anotted| ™eBt | win, 
| 7% Rate 
1941 | . 8. d. 
. 26 75-0 | 146-7 | 75-0] 20 2-30| 31 
1942 | 
. 2 | 75-0) 156-2) 75-0} 20 0-15 | 33 
9 | 80-0 | 164-8| 80-0) 20 0-47) 35 
16 | 85-0 | 181-2} 85-01 1911-90| 27 
23 | 85-0|172-7| 85-0| 20 0-44) 35 
30 | 85-0!) 175-2} 85-0] 20 0-32| 31 
v. 6 | 85:0 | 185-3| 85-0| 20 0-45/| 31 
13 | 85-0/ 170-7) 85-0 | 20 0-60; 36 
20 | 85-0 178-6| 85-0| 20 0-40| 33 
27 | 80-0 | 169-0| 80-0| 20 1-44) 30 
_ 4 | 75-0! 158-9) 75-0/ 20 1-27| 29 
ll | 75-0 | 144-7| 75-0| 20 1-49| 35 
18 | 75-0| 137-4] 75-0| 20 1-64| 39 
24 | 75-0 144-8/| 75-0! 20 1-25! 29 








On Dec. 24th applications at £99 15s. per cent for 
is to be paid for on Tuesday, Wednesday, Thursday 
i Saturday of following week were accepted as to 
nut 29 per cent of the amount applied for, and ap- 
ations at higher prices in full. Applications at 
9 15s. 1d. for bills to be paid for on Monday were 
epted in full. £75 millions of Treasury Bills are 
ing offered on Dec. 31st. For the week ending Jan. 2nd, 
¢ banks will be asked for Treasury deposits to a 
aximum amount of £65 millions. 


NATIONAL SAVINGS 


ERTIFICATES AND 3% AND 23% 
BOND SUBSCRIPTIONS 























(£ thousands) 
3% 3% 24% 

= N.S.C. | Defence | Savings | Va" 
ran Oi Bam | 1949-51 
| Rapes | 4,320; 2,114) 5,186} 13,737 
ie REELS | 4,092) 1,972)  5,025|/ 9,985 
ee Sees | 4,420 | 1,945 | 4,325)|] 38,359§ 
a Seekers. 4,166 | 1,971 4,036i} 6,549§ 
See 4,097 | 1,855 | 4,359j], 2,376§ 
Si ees 3,779 | 1,363 | 5,971) 3.0298 
ee aot pik 3,705||' 8,276§ 
ptals to date .. .| 674,475*| 518,677 942680 || 734083$§ 

* 161 weeks. + 104 weeks. 64 weeks. 


§ Including series 1951-53. 
Interest free loans received by the Treasury up to 
pC. AL oy toa ~~ — of nea gre 
Ip Ov. » Principal o tificates to 

amount of £88,522,000 has hey oA 


BANK OF ENGLAND 
RETURNS 
DECEMBER 23, 1942 
ISSUE DEPARTMENT 





£ £ 
otes Issued : Govt. Debt... 11,015,100 
n Circln. ... 920,569,152 | Other Govt. 
b Bankg. De- Securities ... 936,906,434 
partinent.... 29,672,566 | Other Secs.... 1,318,734 
Silver Coin... 759,732 
Amt. of Fid. 
Issue ....... 950,000,000 
Gold Coin & 
Bullion (at 
168s. per 
Gs casetse 241,718 
950,241,718 950,241,718 





BANKING DEPARTMENT 


P = 
ops.’ Capital 14,553,000 | Govt. Secs. .. 160,813,088 
| 3,290,832 | Other Secs. : . 
ublic Deps.*. 4,079,320! Discounts & 
ie ——----— Advances... 3,487,242 

ther Deps. : Securities.... 20,379,342 
z a nkers vase 45,353,852 —_—__ 
ther Accts... 47,981,836 23,866,584 

——_——— | Notes........ 29,672,566 

193,335,688 | Gold & Silver 
a 906,602 

215,258,840 215,258,840 





: Including: Exchequer, Savings Banks, Commis- 
‘ters of National Debt and Dividend Accounts. 


DECEMBER 30, 1942 
ISSUE DEPARTMENT 





ez ! £ 
otes Issued : | Govt. Debt... 11,015,100 
3 oe 923,429,669 Other Govt. FS 
- De- Securities ... 936,949,609 
Partment.... 26,812,049 Other Secs.... 1,275,887 
Silver Coin... y 
Amt. of Fid. 
Issue ....... 50,000.000 
Gold Coin 
Bullion (at 
168s. per oz 
fine)........ 241,718 
950,241,718 950,241,718 
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Finance 


BANKING DEPARTMENT 








oT £ ; 
Props. Capital 14,553,000 | Govt. Secs. .. 242,173,088 
nag EEE 3,309,220 Other Secs. : 
Public Deps.*. 9,009,867 | Discounts & 
_ — Advances... 3,481,018 
Other Deps. : Securities.... 25,758,075 
Bankers ..... 223,402,159 ape ee 
Other Accts... 48,820,957 29,239,093 
——————- | Notes........ 26,812,049 
272,223,116 | Gold & Silver 
ie ove-ara'ohi 870,973 
299,095,203 299,095,203 





iz Including: Exchequer, Savings Banks, Commis- 
sioners of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ millions) 

















1941 1942 
Dec. | Dec. | Dec. | Dec. 
31 16 23 30 
ee tate oe = 7 | 
Issue Dept. : | 
Notes in circulation... .. | 751-7) 908-3) 920-6, 923-4 
Notes in banking depart-| | 
I Kaas oa nie sna. <-0% 28-5} 41-9) 29-7; 26-8 
Government debit and)! | 
encurities?.......... 778 -0} 948 -0) 947-9 947-9 
Other securities ........ | Am S58. . 23 
Silver Coim ............ | 0-0} O-8 O08 O08 
Gold, valued at s. per) 0-2 0-2 0-2 0-2 
INES wie na 4 oo: eieh ba 1168 -00|168 -00:168 -00 168 -00 
Deposits : | 
ES eee 11-2} 7-0) 4-1 9:0 
SSC wo i se 038 | 219-9) 146-9) 145-4, 223-4 
aE eee: | 54-1] 47-6) 48-0) 48-8 
NG 5 be aces des kas | 285-2) 201-5) 197-5; 281-2 
Banking Dept. Sees. : } | 
Government........... | 240-6) 152-3) 160-8 242-2 
Discounts, etc.......... |; 6-4 4-0 $5) 3:5 
oo RE se | 27-2] 20-0) 20 4) 25°8 
i ahaa ark k wierl 274 +2) 176-3) 184-7, 271-5 
Banking depart. res. eee] 28-8} 43-0| 30-6 27-7 
oOo; oy o 0 
so o Oo ! °o 
“* Propdrtion © 05.c05 cas -+| 10-1) 21:3) 15-4 9°8 
* Government debt is £11,015,100; capital 


£14,553,000. Fiduciary issue raised from £880 millions 
to £950 millions on December 1, 1942. 


MONEY MARKET 


Exchange Rates.—The following rates fixed by the 
Bank of England remained unchanged between Dec. 
18th and Dec. 3lst. (Figures in brackets are par of 
exchange.) 

nited States. $ (4 $6) Sa ed mail transfers 

862) 4-43-47; mail trans- 

fers 4-43-47}. rancs (25 -224) 17-30-40. 

Sweden. Krona (18-159) T.T. 16-85-95, bank notes 

at Bank of England, 17-40 kr. ma. Peso 

(11-45) 16-953-17-13; mail transfers 16 -953-17-15. 
Dutch West | 


Florin (12-11) 7-58-62; mail 
transfers 7-58-64. Portugal. Escudos (110) 
99 -80-100-20; mail transfers 99-80-100-30. Panama. 


$4 -02-04 ; mail transfers 4 -02-044. Brazil. 83 -64j cr. 
(buying). Uruguay. 7 -6597 p. (buying). 

Fixed Rates for Payment at Bank of England for 
Clearing Offices. Spain. Peseta 40-50 (Official rate) ; 
46 -55 (Voluntary rate). Turkey. Piastres 520. Italy. 
71 -25 lire. 

Market Rates.—The following rates remained un- 
changed between Dec. 18th and Dec. 3lst: 


Egypt. Piastres (973) 978-4. India. Rupee (18d. per 
rupee) 173-1840. Belgian Congo. Francs 1763-3. 
China. National $ 2}-3d. 

Special Accounts are in force for Chile, Peru, Bolivia 
and Paraguay, for which no rate of exchange is quoted 
in London. 

Forward Rates.—Forward rates for one month have 
remained unchanged as follows :—U # cent 
pm.-par. Canada. } cent pm.-par. Switzerland. 3 cents 
pm.-par. 3 ore pm.-par. 

MONEY RATES, LONDON—The following rates re- 
mained unchanged between Dec. 18th and Dec. 31st :— 

Bank rate 2% (changed from 3% October 26, 1939). 
Discount rates: Bank Bills 60 days 14°; 3 months 
1&%; 4 months, ly-ly%; 6 months, lyy-1e%. 
Treasury Bills: 2 months, 1-14%; 3 months, 14%. 
Day-to-day money, 3-1{%. Short Loans, 1-1}%. 
Bank deposit rates $%. Discount deposit at call 
4% ; at notice 14%. 


NEW YORK EXCHANGE RATES 

















| | 
New York | Dec. | Dec. | Dec. | Dec. | Dec. Dec. 
on 16 17 | 18 | 1 21 22 
| 

Cables :— Cents | Cents | Cents | Cents | Cents | Cents 
London .... -— 403% | 403} | 4033 | 4032 | 403} 
Montreal . . ./82 -810 87 -680 87 -810'87 -500/87 -500/87 -800 
Zurich ..... 23 -334/23 -33t 23 -337/23 -33¢ 23 334/23 -33t 
B. Aires. .. ./23 -64* 23 -64* 23 -64*%|23 -60* 23 -60*/23 -60* 
Within ins 6 ects 5-18 | 5-18 5-18 | 5-18 4 5-18 | 5°18 


+ Free rate 37 -00. 


~ © Official rate 29°78. 


\ 
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NEW YORK EXCHANGE RATES—Continued 


| 


| 

Dec. | Dec. Dec. | Dec. | Dec 

= sa 26 | 28 29 

{ | | | i ‘ 

Cables : Cents | Cents | Cents | Cents | Cents 
London ....| 403% | 4033 | 4033 4033 | 4033 
Montreal . . .| 87 -930 ; 87 -$30 | 88 -000 | 88 -000 | 88 -375 
Zurich .....| 23-33¢ | 23-33+ | 23-33+ | 23-33t | 23 -33¢ 
B. Aires... . 23 -60* | 23 -60* | 23 -60* 23 -60* | 23 -58* 
iiaict: tes | 5-18 | 5-18 | 5-18 | 5-18 | 5-18 


* Official rate 29-78. 


+ Free rate 37-00. 


PROVINCIAL BANK CLEARINGS 


(& thousands) 











| Week } Aggregate 

| Ended | from Jan. 1 to 

| Dec. Dec. Dec. Dec 

| 27, 26, 27, | 26, 

| 1941 1942 1941 1942 
Working days:~; 5 | 4 305 303 
Birmingham.....| 1,874 | 1,546 | 116,306 | 126,471 
Bradford... .. | 1,545 1,174 | 109,215 | 103,898 
Bristol. . ...| 1,779 | 460 | 103,791 | 100,886 
PSs ss ree! 564 459 | 33,536 38,150 
Leeds... . eta 507 51,621 55,517 
Leicester : | 533] 619 41,790 42,986 
Liverpool 3,427 | 3,452 | 277,810 | 230,602 
Manchester 9,726 | 7,077 | 594,695 | 611,192 
Newcastle... 949 | 936 | 68,266 74,383 
Nottingham .... 320 | 307 | 22,542 23,764 
Sheffield ......../ 525 | 507 | = 42,859 
Southampton P Sep skp. 4a 5,824 








12 Towns | 22,430 | 17,125 


Dublin*. 


1,460,494 '1,456,532 
.|_7,135 |_7,103 | 315,896 |_341,029. 





~* Dec. 20, 1941, and Dec. 19, 1942. 


OVERSEAS BANK 


RETURNS 


U.S. FEDERAL RESERVE—-Million $’s 


12 U.S.F.R. Banks Dec. | Dec. | Dec. | Dec. 

RESOURCES 26, | 10, 17, 24. 

Gold certifs. on hand and) 1941 | 1942 | 1942 | 1942 
due from Treasury.....! 20,515 20,555) 20,561) 20,540 
Total Reser OS. ...6csccces 20,743) 20,811) 20,878) 20,896 
Total cash reserves....... 214, 240 96 324 
Total U.S. Govt. secs. ....; 2,343) 5,546) 5,537) 5,627 
Total bills and secs. ...... ' 2,260' 5,570} 5,561) 5,651 


Total resources .......... 
LIABILITIES j 
F.R. notes in circn........ 


24,338) 27,872) 28,440) 28,468 


| 


8,202! 11,902) 12,019! 12,155 


Excess mr. bank res. ..... | 3,060} 2,800} 2,640) 2,190 
Mr. bank res. dep......... | 12,447: 13,267) 13,517; 13,129 
Govt. deposits ........... 8 60 13; 497 


Total deposits . 
Total liabilities . 


-| 14,777) 14,510) 14,693) 14,817 
Taare 24,338) 27,872, 


28,440, 28,468 


ee. a re 90 -3°%|78 -8%'78 -2%'77 -5%, 


BANK AND TREASURY 
RESOURCES 


Monetary gold stock...... 22,750, 22,743 22,744! 22,735 


Treasury & bank currency. 
LIABILITIES 
Money in circulation...... 


5,244; 3,383) 3,440 


| 3,569 





| 
11,224, 14,986) 15,092! 15,329 


Treasury cash and dep. ...! 3,103! 2,252! 2,197| 2,679 
BANK OF CANADA 
Million Can. $ 
Dec. | Nov. Nov. Dec. 


3, | 1 
ASSETS 1941 | 1942 | 1942 | 1942 
+Reserve : Gold... oe Sie 7. ee 
Other 133-9 0-5} O-5 0-5 
+Securities .. ~ 627-9 990-4) 989-7) 984-9 
| 
LIABILITIES | 
Note circulation. ......... 469 -6| 664-4) 665 4) 669 *8 
Deposits: Dom. Govt. ...| 60-7) 71-0} 26-0) 30°6 
Chartered banks ......... 228-3 276 


-4| 265-7) 255-9 
| 


+ Gold and foreign exchange transferred to Foreign 
Exchange Control Board against securities. 


BANK OF PORTUGAL 


Million escudos 





| | 
Aug. | Aug. | Aug. | Aug. 
eae ae ae 
| 1941 | 1942 | 1942 1942 
ASSETS | 
GHW Kowtentvsnergeses 1290 -7 1374 -0/1374 -0/1374 -0 
Balances abroad ......... 1516 -8,2655 -2/2655 -2'2733 °5 
BO ee eee 342-4; 264-7) 264-3; 262-0 
AE eee acer 329-4) 354-8 354-8) 354 8 
LIABILITIES } | 
Notes in circulation. ...... 13313 eis “8 4644 -3,4651 -2 
Deposits: Government...) 535 -5)1410 -4)1418 “91413 -6 
Bankers’...... 11765 -9|3654 -1/3749 -8| 3843 °8 
Ottis. , ..<sa+ | 212-3) 337-0; 351-0) 364°6 
Foreign comimitments..... 246 6) 237 + 237 -6| 237-6 


Bf 
ie 
; 
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COMMODITY AND INDUSTRY NEWS 


Exit the Timber Board——On Decem- 
ber 15th it was announced that the Timber 
Control Board of the Ministry of Supply 
was to be disbanded. The reasons given 
were that it had achieved its purpose, and 
that the decision was in conformity with 
the policy of the Ministry to reduce the 
number of committees to the minimum in 
order to economise time and manpower. 
In other words, it has at last been recog- 
nised that the Board serves no longer any 
useful purpose. The decision will not affect 
the status of the Timber Controller or of 
the Director of Home Timber Production. 
The Consultative Committee which repre- 
sents the industry is to continue in exist- 
ence for the purpose of conferring with the 
Director of Home Timber Production. 


Utility Handkerchiefs —The Board of 
Trade have made the Handkerchiefs 
Directions (S.R. and O., 1942, No. 2591) 
under the Apparel and Textiles Order con- 
taining specifications for utility handker- 
chiefs. These directions specify three 
types of men’s and two of ladies’ handker- 
chiefs, for plain white or coloured bordered, 
and for men’s plain dyed Khaki or Air 
Force Blue. Instructions for the marking 
of the handkerchiefs and the maximum 
prices at which manufacturers may sell 
them to wholesalers, retailers and retail 
customers are laid down. 


Coal Tar Products—-The Minister of 
Fuel and Power has made the Coal Tar 
Products Prices Order (S.R. and O., 1942, 
No. 2509), which came into force on 
January Ist. It is divided into six parts. 
Parts I-IV inclusive cover price control 
of anthracene, naphthalene, road tar and 
coal tar acids respectively. An Article has 
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been incorporated enumerating the charges 
which may be added to the schedule prices 
in respect of coal tar acids sold for delivery 
in America. Minor changes have also been 
made in the schedules and in the methods 
of test. Part V covers price contro] of 
creosote oil for hydrogenation purposes. 

Ships’ Stores Control.—The Ministry of 
Food has made the Ships’ Stores Control 
Order, 1942, which contains most of te 
provisions of the existing Order, and comes 
into operation on February 8, 1943. It 
makes provision for declarations to be made 
in respect of ships’ stores required for use 
when a ship is in port or harbour; for 
inter-trading between persons licensed 
under the Order and for the price govern- 
ing such inter-trading. It also provides that 
food which has been obtained for sale for 
use as ships’ stores may not be disposed 
of for any other purpose except under the 
authority of the Ministry of Food or as 
permitted by the Order. 


Stone, Slag and Lime.—The Minister of 
War Transport has made the Control of 
Stone, Slag and Lime Order (S.R. and O., 
1942, No. 2463). This Order provides for 
the registration of producers of any 
material specified in the Schedule to the 
Control of Stone, Slag and Lime Order, 
1941. Under the terms of the Order any 
person who produces any _ scheduled 
material, or who coats any scheduled 
material with tar or bitumen, is required 
to send to the Minister, on or before 
February 1, 1943, particulars of his name 
and address, the name and situation of his 
works, the operations carried out at the 
works and the number of men and women 
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such operations. On receipt of these pz. 7 
ticulars the Minister will issue to the pyro. 7 
ducer a certificate of registration in respec | 
of the works, and no producer will | 
allowed to continue operations at any work; | 
a\ter April 1, 1943, unless he holds , 
certificate. 

Sugar Beet Prices—-The Agricultur 
Departments and the Ministry of Fog 
have announced prices for sugar beet ¢ 
the 1943 crop accepted for delivery at th 
factories of the British Sugar ration 
of England and Wales. They vary betwee 
81s. and 83s. per ton, according to locality, 
The prices relate to beet properly topped 
and washed, having a sugar content of 15} 
per cent. These prices will be subject 
an addition or deduction at the rate of 
3s. 4d. per ton for each 1 per cent by which 
the sugar content is greater or less than 
15} per cent. A late delivery bonus i 
allowed and growers’ privileges in respec 
of dried pulp have been retained. 
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PRICE IND 
(1935== 100) 





| 
Dec. | Dec. | Dec. 
24, | 25, | 28, 
1942 | 1942 1942 


CHORE ks ner cdesece 119.6 
Raw materials..... 172.7 
plete index... .| 143.8 


Dec. 
29, 
1942 








119.6 
172.7 
143.8 


119.6 

172.7 

143.8 

Nov. | Dec 
30, 

1942 

119.6 


172.7 
143.7 


1196 
172.7 
1433 





23, 
1942 
1195 


172.3 
1438 


























over 16 years of age who are employed on * lighest level reached during 1932-37 recovery. § ee 
: Opel & 
ompton 
me Shit 


pnnis Br 












BRITISH WHOLESALE PRICES 














Dec. 22, Dec. i st Yor! 
1942 ; nota Dec. 22, Dec. 29, Dec. 22, Dec. 23 swick- 
iene 1942 1942 1942 ° 1942 ato 
GRAIN, ete. MEAT TEXTILES —continued MISCELLANEOUS ‘ 
Wheat eT wae COTTON —continucd CEMENT, best Eng. Portland, d/d site, London area | 
Rovikat-asem.con sey. BY Sy | Cm Sima com, am ins egg | ANDI Bore ec ab too) 
, . av. eee 5 6 - ‘s 4 i s. d. s. 
Scar oar aes be. Drill, 30 in., 80 x 46, ' 1 
= <s | ace eae aa 741 41 6-ton loads and upwards per ton 51 0 51 0 | 
owe A Eng. Gaz., av. per cwt. (e) 7 6 34 8 er (per i £ s R 8. Caen 60/0/0 60/00 © 
t 7 2 ie co 5 5 15 1 kg EEE RE ETO Nom vom. Aci IS MAE ..0.0:v ase ‘ 0 | 
meat’. La Plata, 480 Ib., f.o.b.... 1310} 13 10} Re Terre er Nom. Nom. saat Py. mi ~ —E 
: weal, par 6B. “ a ~ 4 , {per ton) — Manilla, spot 1 ; » Tartaric, English, less 5%. .Ib. r 4 44 
nglish long Millen. 2. ; { 6 7 1 Be RS Oa abel ait om Nom. Ammonia, Sulphate seeees per ton 9/17/6 9/17/6 
Sesite Mads ....... 6 0 .} JUTE (per ton)— Nitrate of Soda.......... per ton 10/14/0 10/14/0 
seresse 4 5 2 Daisee 2/3 c.i.f. Dundee......... 35/0/0 32/0/0 Potash, Sulphate........per ton 18/15/0 18/150 
Mutton, per 8 lb.—English ..... { ; 04 3 3 a. a. s. d. Soda Bicarb. .......... "per ton 11/0/0 11/0/0 
aires ala aie . + . Common 8 lb. cops. (per spindle).. 4 9 49 Soda Crystals ........... per ton 5/7/6 5/716 
aie eae ena =*2~2°°** e . 2 10}/40 Hessians, per yd. ........ 06-50 0 6-44 : ' 
edaik, English, per 8 Ib. ..... .. - 8/40 Hessians, per yd .......... 05-00 04.96 | OOPRA (per ton) —S.D. Straits 
HAMS rank. aa cut side ao : 4 : 10/40 Calcutta Hessians, spot MNS (acho oni nk dhalebbocevon dots Nom. Nom 
a. -)-—Green ........ i 100 yds. ..........00e00-0--. 50 0 50 0 | MEDES (per Ib.)— d 
plese OTHER FOODS 74/40 - A “ 39 0 «639 (0 Wet os + . a ae 
an P oe ewt.)}—All Grades SISAL (per ton)—African, spot £s £ s. Queensland........ }-40/50 ». °% . 
1 SOE righ ican te kde 15] 4 451 4 —No. 1 delivered.............. 34 0 340 Cape, J’burg Ord. ..........000. 0% oF 
— ame att a WOOL (per Ib.)— ° d. d. Dry Capes, wn vdGhedieus 0 0 4 
~  pepelalbamoaumenin 2 f = : Ligeia wothare, washed ........ 193 19} English & Welsh Market Hides— 6 
7 Ans sin =aiqp any 9 s ted blackface, greasy ....... 14 14 y i 0 6 0 
by Ay _ 45 0 45 © Australian scrd. fleece 70’s ...... 37 37 RRP ene RENE. -++->~. 0 8 08 
Grenada fine .................. 810 8 0 fe ee ..- 294 | ee oe 8 
COFFEE (per cwt.) — ,  — a ay er ne 24 24 Sole Bends, 8/14 Ib. ............ 2 65 | 
2D eee ean No om. 's w. 
Costa Ri fits . 1906 190 ‘6 64’s warp ......... rtereeeees 45 45 Shoulders, Insole to Welti 1 5 3a 
ta Rica, medium to good. ... 200 0 200 0 56's super carded ............ 39 39 _ eiting ..... 2 4 24% 
EO@8 (per 120)—English.......... “9 14 9 _ —— Pee eee e 31 31 EER ERSC Hk eS, ce o % ; i 
LARD (per cwt.)—Imported....... 64 0 oe 8 See ee ee ay oe ae 29% 2 3 3 
POTATOES (per cwt.}— MINERALS Dressing. Hides... .0s00sécnses  { : : : g 
Zoglish eo L. ee ies 
ae 5s... sks Sttsessrreeed Bg : 4 COAL (per ton) s. d s. d. PETROLEUM PRODUCTS gal.)— é 
SUGAR (per ewt.)— Welsh, best Admiralty .......... 369 36 69 Motor Spirit, England & Wraiee! Hh 110 110 @ 
Centritugals, 96°, prpt. shipm 2 = % (6) Kerosene, Burning Oil 0112 ome 
c.i.f. U.K./Cont. erik Feb tin 6 Durham, best gas, f.0.b. Tyne ... = if a ao “4 Vaporising Oil : a 11 11g 
PR maen cbnry = onemccemdli IRON AND STEEL (per ton) — 31 7% «631 7} (6) Automotive gas oil, in bulk, a 
Granulated, 2 cwt. bags......... 4910 4910 Pig, Cleveland No. & d/d....... 128 0 128 0 eg et ee re... 1% 1 
, 2cwt. bags, domestis Bars, Middlesbrough...... 312 6 312 6 — ee 
consumption ................ at a7 Steel, rails, heavy .............. 290 6 290 6 er 
West Indis Crystallised ......... { 1 s a7 s Tinplates (home, ic. 14 x 20)... 29 9 29 9 Disc sawedacuchaxtieee 4 104 . 
TOBACCO (per Ib.)— | SERCEERROSS REALS (per ton) — ROSIN (per ton)—American....... oe. = 
ae ce Copper (c)—Electrolytic......... 62/0/0 — 62/0/0 (per ton)—Amorican....... { 33 0 
Indian stemmed and unstemmed< 23 » 1 Tie- Stendand cosh Caverasceves 275/0/ 275/0/0(f) RUBBER (per Ib.) ite 
mrad: ead (d)—Soft, foreign, cash... ced | 
edmian, stemmed and wef 919 912 | Sectarlgcobeeiate ee ee er * Sie 
os Sa Aluminium, ingots and bars ..... 119/70 110,0/0 SHELLAC (per ton)—TN Orange.. 205/0/0 205/00 
Nicke “aw 90/0/0 
OOTTON (per 1b) . Nickel, home delivery......... saree 1950 TALLOW (per ton)—London Town 31/0/0 51/00 
Raw, Mid-America: % 
poreg or Pe ee ee 4 3 90 8 “90 Antimony, English, 999% ........ 120/0/0 120/0/0 VEGETABLE OILS ( t t 
Varun, $65 Rng Beams. 2. G9 RG | Wott, pie .....por unit{ 2080 28/0 | Linsedfaw.cseseseonssennes 61910 46/00 
"Ge Tet (Rayption) . 18-52 18-52 Platinum, refined ........ per oz.  9/0/0 9100 | Coftenased, crade’ 2700000 Set 
Cloth, per 100 — on a ao Quicksilver ........ per 76 tb.{ Seine Seine Coconut, crude..............0.. seine 36/12 
, 5) = Printer - e - o- % s. d. . . 69/150 as s a! See eee ee wine 29/158 
ter, x ; ee s. E s. i tee BAZ ttt tenses We eer ecces Lah 
cabs & Bs 35 0 35 0 | @OLD (per fine ounce) ............ 5G 168 6 | Sn Sete need, Indienex-mil S1/aye 1" 
12 x 60, 0% ws SILVER (per ounce)— Bomba E 0/0 
mE Ed: 2’s.. 47 4 47 4 patton a peg Rr 113 «114 oo ini ae a aa ada : 38/0/0 26,00 
1. : per on met pa ; - t : atid aan : : Flint neeaer tae OP bb ah LN, ' 
ib sediediee foaaaon joty ond tee ek ame ls. 9d., credited Is. 6d. on return. (6) Higher Pool prices in some zones 


(c) Price is at buyer’s premises- 


(e) Average for weeks ended Dec. 19 and Dec. 26. (f) Price at which Ministry of Supply supplies consumers delivered works 


* As from Dec. 12. 
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se par. Net | Available Appropriation Preceding Year 
e pro” Company Total (|Deprecia-| Profit for 
mc Profit | tion, etc. | after Deb. | Distribu- | l 
eSpeci | Interest tion || Pref. Ord. To Free Total Ord 
vill be | | Div. Div. | Reserves Profit Div. 
“Works | ee ee ae a 
olds 2 £ £ £ f f £ ' : 
uk aks . 312] 189,682 | 11,524] 83,438 | 128,779 || 32,500| 1 
ulturg mrenbeadBrewery.-cvvves 00" 30] tepras| US) SBE) Nae z73 | SB8]  s000| Jo | seen em) ae] 
Foo Mmm Brewery Co. oss eeeeeeeeee. - 30 | 278,893 | 10,000} 75,224] 145,114 || 9,100} — 66,500 202,389 | 69,934 21} 
cet of EE, beeen 20) MAS)... 38,808 | 91,428 || 3,937 | 25,000 10,000 146,518 | 40,351 | 20- 85 
. i le Beowarles....-++-++++++.- ; 31 388,784 440 113,973 30,846 || 12, 66,000 25,000 337,950 3,637 | 16} 
ooh ERR Se OR - 30 | 1,222,379 | 158,353 siaas | so'gon| Trees t roeee &, 
Oration ee Hi nee lps 30 | "201 , yer cpt ae 72,000 52,830 1,283,736 | 18 
etween ker (Peter), Warrington & Burton °30 |} 596,431 : 544031 , 553s me 20,000 179,126 | Nil 
é , . as Y 785,5 
ocality Ste aeareans . 31) 161,757 | 22,088 | 42,303 152/684 sa 500 ry rae ier ons | a” 
topped ’ eee | 
Pe h.~. --« Cae 30} 18,368 ... | Dr. 9,935 | Dr. 3 
of 15} — | Re ey 30 16,810 1,500 7434 33258 Pope a 
ject to aport (Selamgor)....2+++0+02.e0 30 8,942} 2,126 | 17,637 oy aen : 
rate of MAMMERDGIODE «= +--+ anc s ee eeeeeeeee 30 ¥ _ Dr. 3,198 25,058 69.853 7h 
ot: 31} 12,126] 1,000 | Dr. 31344 9,839 42,573 / 6 
s than my & Navy a en eee 32,905 | 
nus is ndon Scottish American ......... 99,353 62521 153/959 22500 | 40°006 ee | spon ky 
ison Finat posses seeeee 17,729! 31,556 || 6,283 11, 
respect pond British Steamship .......... 40,411 23,573 | 64,216 9,766 12/695 ee 43,080 a 
ath Western Investment ......... 5,714 2,386 | 10,926 || 3,050 ; 
ans-Oceanic Trust............... 60.387 18,043 : ' > : 7,231 | Nil 
E Other Companies , , 25,389 || 15,500 2,158 61,315 2 
ated — Co. 499,722 | 75,000} 105,885} 163,101 || 71,4234; 32,050 ce + 265,937 Nil 
___ screw Co........ 52,311 an 24,615 | 48,828 000 9,375 10,000 | + 66,515 | 25 
pont 1098) 32,997 | 16,815} 13,007] 14,140 | 6,900 m 6,000 | + 46,994 | Nil 
Dee, a & Hanburys 214,292 we 49,042 85,293 || 31,500 15,000 ae 109,990 | 35 
| 3%, s Limited 132,879 | 47,241 72,127 | 104,908 3,750 15,000 50,000 | + 115,755 | 5 
| 198 Jas Steel Foundry 4s 31510} 5,000} 26,510} 29.384 2 906 : + 29,232 | 423 
hs igh pees SS Mercantile Land, &c. .... 412,884 ive 56,171 | 122,014 tf 56,000 a bf 404.967 . ¢ 
rton Tr: ansport as aia ag 173,551 ai 33,923 38,032 8,400 20,000 5,000 | + 156,756 20 
; | 196 gwood (Joshua) . . sali 81,805 | 7,854 9,386 | 11,429 3,240 3,750 eons Es 42,782 10 
11721 Fistol Industries . sees . 4,524| 32,350| 36.435 || 12,784 17,000 ee 71,427 10 
| a3 tish Emulsifiers . 25,795 400 38 4.375 = 4,375 ro 4463 Nil 
ome ited ..... ‘ ; 5 36,418 ir 7,875 12,500 | 0, 15 
De: smal Oil Co... GR ws dcsesnes’ 4,867,894 ... _ | 2,682,448 | 2,918,984 || 300,000 | 1,717,064 650,000 3 769,498 | 45 
23, Mac ) 02,331 | 4,000] | 35,5 52,61 6,255 | | 25,000 4,075 108,460 12} 
| as dwell 4) epee eee 96,886 | 25,000} 25,086 |° 45,157 8,375 | 13,000 2 89,368 8 
3 Rasa rd Clothing & SERS csv canine 159,324) 7,927] 53,742, 75,736 7,312 | 25,355 20,000 | 153,752 124 
5 | Liss preras Limited............0s..55 3,122,625 | 62,727 | 565,708 | 876.876 | 32,.500| 537,718 re | 2,216,078 274 
| 1707 ongrove Paper Co.............. 115.928 | 20,000} 19,757 245 || 11, 1 cs | "65,362 4\ Nil 
1 1438 terhouse Investment Trust ..... 63,861 sie 28,405 49,525 16,875 11,250 : | 50,100 5 
eo veland Bridge & Engineering. ... 31,676 | 4,843 | 17,060 | 23,357 || 1,232 | 13,153 2,000 | 34,405 | 434 
—— mbined Egyptian Mills .......... 418,748 |... 222,669 |Dr. 30,3 395, eae 467,385 | Nil 
—y SR ehee 32,924 d 14,821 4 | eas 10,744 2.500 | 33,344 we 
— oper P $ Stores... 2. +. sees es 84,891 a 54,291 38 440 28,000 | 10,000 73,955 | Nil 
ompton Parkinson Limited ....... 438,248 | 25,000 | 405,498 | 685,706 | 43,658} 252,304 419,154 20 
ER EP ae Fa as saan “ P poll ann we 23,326 40,178 10 
1 3 ree : i { 132 ye 93,905 . 125 
Dec. 28 st beg sn — Services...... 240,496 | 38,600 21,427 39,824 oes 22,500 248'407 7h 
1942 swick-Hopper Cycle ............. 31,647 | 6,086 ; 19,226 2,685 | 13,282 | 4 12,834 5 
neral Se raat Limited. .......... 44,069| ... 17,844 | 40,248 tah - 38,165 Nil 
ode, Durrant & Murray.......... 61,182 iN 28,292 | 37,787 || 21,656 6,543 4 79,449 Nil 
on area ie (R.), Hood & Son........... 43,620 | 15,000 17,120 | —_ 80,207 Y 15,000 on + 47,983 12} 
A aa 149,884 |... 148,383 | 176,220 || 19,914| 93,349 30,000 | + 160,888 25+ 
s. d mmmmpoekeys Limited.............0... 74.449 | 3,051 | 42,809 508 ‘ 27,000 7,000 | + 76,747 15 
51 0 saagmgpdson (H. M.) Components........ 103,769 | 16,422} 43,094] 68,676 re 000 es Me 104,899 1s 
SR CUS cinta ctinn iy 52,719 a 51,219 | 94,451 || 40,200} 12,500 ve _ 55,890 5 
000 MMMM Limited «eee eee, 130,575 127,075 | 157,152 || 38,900 | 57,420 30,000 | + 134,831 a 
eae ly hap 110,645 it 53,296 | 138,806 || 47,025 ne + 120,311 Nil 
5/00 Gaeererial Smelting Corporation... 342,079 me 235,895 | 289,766 || 134,538 | 101,498 hl 298,842 4 
re 115,950 | 12,641] 18401] 39,310 nen 10,592 + 117,680 10 
gine MMMEEZ OS Packing Warehouses. ....... '790 sa 31,455 | 99,063 || 11,980} 17,277 + 181,609 5 
itt mmezimore Manufacturing .......... 36,953 11,733 | 33,880 4,410 4,968 + 23,858 103 
18/150 MAMMBele Co) ciccctteceees teeee ‘ a 42,670 | 66,905 || 16,562| 19,916 + 34,471 5 
a B Son. eee teees 212,387 | 140,053 | 60,834 | 232,686 | 18,530| 20,475 + 2 171/541 7} 
ae land Loan cantile 520,872 sii 65,395 | 172,643 | ,000 " + 519,759 Nil 
ae opertics ea AE 155,824 ms 79,665 . 18,000} 60,905 + 154,736 12 
= couies & Cdent Steam ....... 2,211,980 | 911,766 | 494,406 | 680,791 || 152,000 | 367,402 he 2,421,821 - 
Nom. ~ ae ets 58,006 ee 155,646 | 157,772 (000 | 125,000 + 57,028 20 
a ters & Bodega..............-... 154,466 | 1,806 |Dr.121,452 |Dr.160,811 a pa oe 85,379 Nil 
RES.) & Sons oe 597,539 | 94405 | 142,218| 189,740 || 100,036 | 37,522 = 561,636 37! 
0 1% Wammmpendard Motor Co... 2... . 006 mf 162,684 | 260,342 i. 90,000 155,198 170,655 20 
0% Miia adeleine Sugar ......... aaaiat 34,526 451] 39,373 ea ti 08 rs 73,344 4 
0 Beers (Max) Limited... <<... vs ,005 i 493 | 15,204 3,600 4,500 aa - 35,875 10 
se es wee tt 22,169 | 2,390} 11,232] 13,454 9,375 2,333 = 22,941 24 
0 MMM naht Laundries .......... 2... 29,625 sas 17,465 24,451 || 11,250 5,000 pa + 14,584 Nil 
0 Bimeg ae Industries ee. esse 36,088 ba 12,601} 75,960 a 21,537 * - 65,647 12 
Pepeplemit Limited... 002.2122 77° 63,403 | 24,482 | 31,770] 47,485 er 30,847 #3 77,665 18 
1 9 MEELGG Match Industries... .-...... 17,492 jo 4:8 18,019 4,397 1,042 he 17'874 50 
1 § Bie tend Aircraft... oreo 44,827 en 39,134 | 56,107 ka 16,000 20,000 43,570 4t 
$$ GEMPshts’ Ropes... rr 47,617 | 13,000} 33,317 50,766 3,750} 17,500 10,000 45,571 3 
0h oo bee, 
; ; to December 31, 1942 21,593 | 1,827 8,115 11,411 1,683 4,924 1,242 19,261 ‘“ 
i ; | Cos. not Showa Aboue......... 2. 169 51 308 105 323 39 2,168 mA 
29% Ce ae a 388,620 | 34,202 | 168,740 | 275,310 || 41,372 | 100,112 20,393 383,412 : 
1 4 Te Quarter, 1942... 0.2.2... 87,3383 | 6,973 | 42,960| 74,604 8,755 | 28,231 4,915 91,253 
om | Quarter, 1942...... 0... 105, 662 | 8.641} 51,010) 81,599 || 12,411 30,076 4.991 104,736 
a arta, WOME on. 08.059 | 13,475 | 39,344 | 63,560 || 9.406} 23,503 5,443 101,944 
an PRP WAS cuseckvs 17, 566 113 | 35,496 | 55.547 || 10,800 | +18,302 5,044 85,47: 
oa 3 t Free of Income Tax. (a) Three years to June Ist, ‘1942. (s) Two-and-a-half years to at. of 1940. 
0 i ‘ 
29 
33 0 
| AMERICAN WHOLESALE PRICES 
1h Dec. Dec. Dec. Dec 
205/0)0 29, 22, 29, 29, 
1942 1942 1942 1942 
31/0/0 Cents | MISCELLANEOUS (per Ib.)— Cents Cents _| MISCELLANEOUS (per Ib.)—cont. Cents 
echoes ht ry Cocoa, N.Y., Accra, Dec......... 00 sat p” “Rubber, N.Y., smkd. sheet spot. t 
“eae Frese tresses eet ie sha tans et gE aera 
39, 126 atenpsséus SENN, TOD. Fs «> 0020-0 + Sugar, N.Y., Cuban Cents., 96 d 
36/12/6 ye ee eof Cotton, N.Y. Am. mid., ae 20 -74 20 -92 ‘oa ne tHe wa? Ranh ais e Ly 74] 
29/15 »» Am, mid., Jan........... 18-99 19-14 
11/26 Copper, Connecticut ............ 13-00 Cotton Oil, N.Y., Jan.........065 14-45 14-45 ore | et , 96 deg., No. 4, f.0.b. 
28/010 in, ae Straits, spot ||)" *** 52-00 Cask Chlsdbe, Kb.............- 13-80 13-80 TO ASEM AP RENARD EH OS 
00 S td cy Soe eeceesceeees 6-50 Petroleum, Mid-cont. crude, per Moody’s todos of staple com- 
26 Pelter, East St. Louis, spot... - 8-25 oes: coin tewixce 117 117 modities, Dec. 31, 1931= 100. . 239-8 
+ Trading suspended. $ Nominal. 
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a THE ECONOMIST 


(Continued from page 28) 


Destination (Conversions Excluded) 


January 2, 1943 
US $1.68 per $100 nominal, $0.3948 », 


Brit.Emp. Foreign Sw. Fr. 100. il and £1 13s. 7.24, p. 

Total share dealings : wag te of Yeart UK. en v. . Countries {£100 nominal a ital. Of the 1 mai 
Dec. 18, 1,088,000; Dec. 19, ,000 ; ah3is 50 per cent o revenue, bonds hy, 
Dec. 21, 771,000; Dec. 22, 780,000; itis: 0.00: 1500823414 4006135 79.758 + been redeemed to the nominal value ¢ 
Dec. 23, 924,000; Dec. 24, 804,000; cae US $2,659,000, Sw. Fr. 8,000 and £1819, 
Dec. 26,* 371,000; Dec. 28, 1,202,000 ; Nature of Borrowing (Conv. Excid.) Assoc. Talking Pictures.—Producig, 
Dec. 29, 1,441,000; Dec. 30, 1,122,000. Yeart Deb. — 5 profits in the year ended June 3; 
a SOAR. savagookog 1,443,014,922 1,128,112 7,068,895 107,115 (£61,171), provision for EPT 

| RBRSS Has 1,499,450,074 576,659 11,082,574 6,000 (nil), profit, subject to further y 


Capital Issues 


Week ending Nominal Con- New 
January 2, 1943 Capital versions i eet 
By Permission to Deal... . 158,550 153,725 


Particulars of Government issues appear on page 29. 


Including Excluding 

Yeart Conversions a cuit 
RRR, “SBE SRS 1,499,570,674 1,451,211,929 
SUES vdabudesnssobeees 1,565,530,589 1,511,109,307 


+ Includes Government issues to Dec. 22, 1942, only. 
Above figures include all new capital in which 
permission to deal has been granted. 


Shorter Comments 


Chilean External Debt Service.—It is 
announced that the ‘total revenue received 
in 1942 totalled $10,136,144, of which 50 
per cent ($5,068,072) will be applied to the 
payment of interest om the external debt at 


and debenture interest, £2,497 (£38,589 
Debit carry forward £187,280 (£189,77, 
Bank loan reduced from £210,089 , 
£49,870. 

Canadian Pacific Railway  ($000;)~ 
Gross earnings in November last $2244; 
($20,208), met earnings $5,269 ($5,201, 
Aggregate gross earnings since January |, 
acy 9 ($290,242), aggregate net can. 
ings $42,993 ($40,867). 








THE CHARTERED BANK OF INDIA 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 


CAPITAL (PAID-UP) - £3,000,000 
RESERVE FUND - = £3,000,000 
Branches and Agencies throughout INDIA and the EAST 
AFFILIATED BANK IN INDIA 
THE ALLAHABAD BANK LTD., with 15 Branches & 30 Sub-Agencies 
The Bank offers a complete Banking Service and provides 


exceptional facilities for financing every description of trade with 
the East. y 


Deposits for Fixed Periods or repayable at call or at short. notice 
are received at rates which may be ascertained on application. 
The Bank also undertakes Trusteeships and Executorships. 


Head Office: 38, BISHOPSGATE, LONDON, E.C.2 


West End Branch: 
28, CHARLES tt STREET, HAYMARKET, 
Manchester Branch: 52, MOSLEY STREET 
New York Agency: 65, BROADWAY, NEW YORK CITY 


s.W.1 














COMMONWEALTH BANK OF AUSTRALIA 


(Guaranteed by the Branches and Agencies 
Australian Government) throughout Australia. _ 
Banking and Exchange Business of every description transacted. 
Bankers to the Government of the Commonwealth of Australia, the 
Government of the State of Queensland, the Government of the State 
of South Australia, the Government of the State of Tasmania. 
Commonwealth Savings Bank of Australia, 8,900 Agencies at 
Post Offices in Australia. 


As at 30th June, 1942.—General Bank Balances - £181,729,589 
Savings Bank Balances 164,619,569 

Note Issue Department 111,950,542 

Rural Credits Department 2,421,174 

Other items en bi 20,380,871 

£481,101,745 


Gremmeememimcom 
A. H. LEWIS, M r. 
Lendon Office: 8 OLD JEWRY, E.C.2 ie bers 


Also at AUSTRALIA HOUSE, STRAND, W.C. 











THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


gee in the Colony of Hongkong. The liability of members 
is ited to the extent and in manner prescribed by Ordinance 

No, 6 of 1929 of the Colony.) 
AUTHORISED CAPITAL - «- « -« 


50,000,00 
ISSUED AND FULLY PAID-UP| = | $20,000,000 
RESERVE FUNDS {STERLING . . - £6,500,000 


HONGKONG CURRENCY $10,000,000 
RESERVE LIABILITY OF SHAREHOLDERS $20,000,000 


Head Office: HONGKONG, 
we . i temporarily transferred to 
LONDON FFICE, 9, Gracechurch Street, E.C.3. 
Acting Chiet Manager: A. MORSE. ; 
BRANOHES AND AGENOIES THROUGHOUT INDPA AND 
‘ J THE FAR EAST, Ete. 
F ash ecg & SHANGHAI BANK (TRUSTEE) LIMITED 
» Gracechurch Street, E.C.3, a Company incorporated in England and 
an affiliate of The Hongkong and Shanghai Banking Sesperetten; is 
prepared to act as Executor and Trustee in approved cases. 
Full particulars may be had on application. 











REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, 1 





ANNUAL INCOME EXCEEDS - £13,000,000 
ASSETS EXCEED - - ~- £§77,000,000 
CLAIMS PAID EXCEED - ~- £140,000,000 


(1941 Accounts) 

















NATIONAL BANK OF INDIA LIM'TED 


Bankers to the Government in Kenya Colony and Uganda. 
Head Office: 26 BISHOPSGATE, LONDON, E.C.2. 


BRANCHES : 
Aden and Cochin Madras Kisumu Kenya 
Aden Point (S. India) Mandalay Mombasa | Colony 
Amritsar Colombo Nuwara Nairobi British 
Bombay Lhi Eliya Nakuru E.A, 
Calcutta Kandy Rangoon Entebbe 
Cawnpore Karachi Tuticorin inja Uganda 
Chittagong Lahore Zanzibar ampala 
Dar-es-salaam Mwanza Tanga ei Tanganyika Territory 
SUBSCRIBED CAPITAL... ... £4,000,000 
PAID-UP CAPITAL ...__... £2,000,000 
RESERVE FUND .... bone ... 2,200,000 


The Bank conducts every description of Eastern Banking busine ss 
Trusteeships and Executorships also undertaken. 


























it 


Head Office: Branches throughow 
EDINSURGH SCOTLAND 
sto NY cas 





LONDON OFFICES: 37 Nicholas Lane, E.C.4; and 
18-20 Regent Street, Piccadilly Circus, S.W.1 


Every description of Banking Service undertaken, including Foreign 
Exchange, Trustee and Executry business. 

















DOMINION OF CANADA 
FOUR PER CENT REGISTERED STOCK, 1953-58. 


For the purpose of reper the Interest Warrants due 1 
March, 1943, the BALANC will be STRUCK on the evening 
the lst February, 1943, after which date the stock will be trails 
ferred ex dividend. 


For the Bank of Montreal, Financial Agents of the Governmet! 
of the Dominion of Canada in London. 


EDWARD POPE, Manager. 
47, Threadneedle Street, E.C. 2. ist January, 1943. 





CITY OF WINNIPEG 


FOUR PER CENT CONSOLIDATED REGISTERED STOCK 
1940-60. 
For the purpose of pre ng the Interest Warrants due 1% 


p 
March, 1943, the BALAN: will be STRUCK on the evening ¢ 


the Ist February, 1943, after which date the stock will be tra‘ 
ferred ex dividend. 


For the Bank’ of Montreal, 
EDWARD POPE, Manage! 
47, Threadneedle Street, E.C. 2. ist January, 1943. 





— 


CO-OPERATIVE PERMANENT BUILDING SOCIET! 


NOTICE IS HEREBY GIVEN that on and after 1st April, 198 
and, until further notice, the ‘interest on individual Share 
Accounts and Home Bank Deposits will be at the rate of T™ 
Pounds per cent. per annum (except where otherwise contracted! 
apove tale provided a gross Yield of” t1"par amie at the 
a SS ‘ 

standard rate of fuvcoia’ tact, 7 no 
By Order of the Board, 
C. P DERBYSHIRE, Secretary: 

142, High Holborn, London, W.C.1. 31st December, 1942. 





Printed in Great Britain by Sr. CLements Press, Lrp., Port 
at Brettenham 


January 


al St., K' 5 . 
te poset 2 none — balm, oY does yg Bg Tae Economist Newspaper, Lt., 
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